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Mr. Skirm yelled, WAT /" 


...SO | waited! 


MR. SKIRM: Pegey, how many times do 
you use a sheet of carbon paper? 
PEGGY: JIhy. wh... ah, about 20 times 
I guess. 


MR. SKIRM: [ thought so. Here, take a 
look at this: 
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PEGGY: Jeepers, it’s a miracle! How 
come? 

MR. SKIRM: As I understand it, Park 
Avenue is deep-inked by some special 
process that soaks the ink deep into the 
paper. Another reason is Park Avenue’s 
extension edge. That lets you reverse 
each sheet, top to bottom, so that you 
use all parts of the paper. 

PEGGY: Ah me, too bad such 18-carat 
carbon paper can’t be on the desk of every 
girl in the office. 

MR. SKIRM: It’s going to be, starting 
Monday. And, believe me, I’m going 
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to expect you girls to get a lot more 
mileage out of your carbon paper from 
now on! 


*Trade-Mark Registered U.S. Pat. Off. 
Copyright 1942, Royal Typewriter Company, Inc. 
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Park AVENUE Is only one of the out- 
standing carbon papers in the Roytype* 
line. Roytype is the carbon paper and 
ribbon division of the Royal Typewriter 
Company. Why not get your purchas- 
ing agent to call in the local Roval 
Typewriter representative today? He 
can quickly show you which weight 
and finish of Royal Carbon Paper ex- 
actly fits vour every typing need. 


* * * 


The armed forces need typewriters! 
See how many of your standard ma- 
chines (made since Jan. 1, 1935) you 
can spare. Call your nearest Royal 
Branch — we will buy them, affix the 
Government seal, and pay you the Gov- 
ernment fixed price. 
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ONE-WRITING SYSTEM 
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KNOW THE 
SHORT CUTS: 


DITTO 


PRODUCTION—We can save 24 to 36 hours 
in getting orders into the shop. Write parts order 
or assembly order once. Use it 20 to 30 times 
for repeat orders. Eliminate 90% of all rewrit- 
ing. Reproduce shop copies, schedule board 
copies, move tickets, route tags, material 
requisitions, labor tickets. 








PAYROLL—From one writing of one form, 
Ditto gives you in a minute every form you 
need for recording payroll, including payroll 
summaries, historical earnings record, actual 
checks or envelopes, and receipt forms. There 
is no other writing, no elaborate personnel, in- 








volved systems or costly machines. 


PURCHASING—First and only writing 
gives you all bid requests, all purchase order 
copies, all delivery receipts for one or a dozen 
partial deliveries. — — being used every day by 
America’s outstanding defense industries. 


ORDER & BILLING—From one writing you 
get all orders and shipping copies, all invoice 
copies, and, if you wish, sales analysis slips. 
No method provides such flexibility, none can 
match its error-proof control. Orders may be 
written by salesmen in the field or by typists 
in branch offices or warehouses. Copies may 
be reproduced at the home office or branch 
factories. 

















DITTO, INC. 
2243 W. Harrison Street. @ Chicago, Illinois 
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ACCOUNTING COURSE 


SPPOSOHSHSOSOSESSTOSOTSHOSHLE SOOO OSHSSOSSOSOOSOHSSHSSOHSSHOHSO HSS OHO TS HOHE STTOSSTHSESHSSHHOSSHSAOSCOHHOOSHHSHSAASESSE 


O HELP you in making suggestions, 
eo asked by employees or by per- 
sonal acquaintances to suggest a plan of 
accounting training, your attention is 
called to the educational organization of 
the International Accountants Society, Inc. 

The five men composing the Executive 
Educational Committee are responsible 
for I.A.S. educational activities and pol- 
icies. 

The sixteen Certified Public Account- 
ants composing the I.A.S. Faculty are 
actively engaged in preparing text ma- 
terial, giving consultation service, or 
gtading students’ papers. Some give their 
time and attention exclusively to IAS. 
work. Others who are in actual practice 
of public accounting or corporation ac- 
counting devote only part time to the 
work. Each subscriber secures the advan- 
tage of having his examinations handled 
by instructors from both groups. 

The forty members of the Advisory 
Board are outstanding Certified Public Ac- 
countants, business executives, attorneys, 
and educators, who counsel with the 
I.A.S. management, upon request, with 
respect to technical accounting, educa- 
tional, and business matters. 


The uniformly high caliber of the men who compose the I.A.S. Staff is in itself eloquent testi- 
mony as to I.A.S. training. The cooperation of Staff members in various advisory and consult- 
ing capacities provides the practical, broad viewpoint which is so necessary in adult education. 


To provide additional information which may be of value to you when asked to recommend a training plan, we shall 
be glad to mail you, upon request, a copy of our 52-page booklet “ACCOUNTING —The Way to Business Success.” 
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DATES AHEAD 


November 


3—Buffalo 
4—Bridgeport 
5—Philadelphia 
November 9—Kansas City 
November 10—Chicago, Cincin- 
nati, Cleveland, Milwaukee, 
Twin Cities 
November 11—Baltimore 
November 12—Chattanooga, 
Dayton, Hartford 
November 17—Indianapolis, 
Syracuse, New England 
November 19—Los Angeles, 
San Francisco 
November 23—New York City, 
Pittsburgh, St. Louis 
November 24—Detroit, District 
of Columbia, Heuston 
November 25—Rochester 
November 27—Louisville 


November 
November 
November 


December 
December 1—Buffalo, Twin 
Cities 
December 2—Bridgeport 
December 3—Philadelphia 
December 8—Cincinnati, | 


Cleveland, Milwaukee 
December 10—Dayton, Hart- 
ford 
December 11—Chattanooga 


December 15—Joint Meeting, 
Baltimore and District of Co- 
lumbia, Syracuse 


December 17—Los Angeles, 
New England, New York City, 
San Francisco 


December 18—Kansas City, 
Louisville 


December 22—Chicago, Hous- 
ton 


December 23—Indianapolis 


December 28—Pittsburgh, St. 
Louis 


December 29—Detroit 
December 30—Rochester 


Norte: These are scheduled dates. 


| Some changes may be made. 
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E-ditortal Comment 


Controllers’ Burdens Mount: 
ie these late days of the calendar year, with the 
crystallization of federal tax legislation and the dis- 
closure of new rules covering many regulatory phases 
of governmental control of business operations, the 
problems of controllers might be described as monu- 
mental; it might even be in order to borrow Holly- 
wood’s famous “colossal” in characterizing them. 
Certainly it is a veritable whirlwind of developments, 
the impact of which is not lessened by the uncertainty 
which prevails in official circles in Washington as to 
what exactly is meant by many of the new laws and 
pronouncements. 

Those harassed officials are in the throes of writing 
regulations, of issuing “clarifying” statement after 
statement. Theirs indeed is not a happy lot. In 
fact it may be even less joyous than that of controllers. 


An Example: 


O cite just one of the problems, here is the post- 

war credit of 10 per cent. of the excess profits tax 
—the Postwar Adjustment Reserve. Accounting cir- 
cles are involved in discussions about the correct way 
of treating this item in the income account, and of 
presenting it in the balance sheet. Public account- 
ants have been struggling with it, and may issue a 
recommendation soon, through the American Insti- 
tute of Accountants. Controllers are having many 
informal discussions on the subject, which so far have 
led them to no firm conclusion. In fact, it would not 
be possible to say that any one method of handling 
this item in the accounts is the way that all companies 
should follow. 

The fact of the matter is, there are two or three 
ways of handling this item, in the income account 
and in the balance sheet, any one of which may fairly 
be said to rest on sound accounting principles. It 
seems to be a case of trying to get together on one of 
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the methods of accounting, for the sake of bringing 
about some degree of uniformity, and for conven- 
ience, among controllers and public accountants. 

One method, favored by many, is to take the post- 
war excess profits tax refund allowed under the 
Revenue Act into the surplus account through earn- 
ings. Another procedure which is suggested by many 
is to create a reserve, the effect of which would be 
to take the item out of surplus. The item under this 
plan would be added to income, and a deduction 
then made from surplus to set up a reserve. 

A given company might have very good reasons 
for not wanting to put it into a reserve. For instance, 
it may already have adequate reserves, and the con- 
troller would not under those circumstances feel in- 
clined to recommend puiting it into a reserve. 

Another company might be able to use it for debt 
retirement. Any inflexible recommendation would 
not seem to be in the picture. 

This is a problem which, while close at hand, 
need not be answered in a great many cases for a 
month or two at least. It is a matter however which 
is receiving careful study at the hands of hundreds of 
controllers at this time. 


Salary Limitation: 

HEN controllers felt that it was necessary to 
y \ hold up salary checks of some executives, soon 
after the issuance of the order which came from 
Washington, limiting salaries to $25,000 after certain 
exceptions, matters were in a confused state. The 
later pronouncement from Washington that com- 
pensation in excess of that paid in the previous year 
could be paid, under certain conditions, eased the 
situation somewhat. The business world is await- 
ing further regulations and rulings from Washing- 
ton, and controllers must be content to watch devel- 
opments for the time being. 





ee ee ee ee 
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Victory Tax Accounting: 
, oe setting up of new forms and procedures for 
use when employers begin to act as collectors 
on a fairly large scale for the government, in deduct- 
ing the 5 per cent. Victory Tax, presents problems 
which, while not of great complexity, still require 
careful handling and of course involve a considerably 
increased volume of record keeping and reporting, 
to say nothing of the greater fiduciary responsibility 
which is placed on employers. 

The experience of controllers in handling the 1 
per cent. Social Security Tax deduction will simplify 
the setting up of new forms. There are still many 
questions to be answered, by the regulations, as to 
reporting collections, and paying them. 

The Internal Revenue Bureau during recent 
months has been consulting controllers throughout 
the country concerning the details of handling these 
matters. What the representatives of the Bureau 
learned from this field work may be incorporated in 
the regulations. One controller, Mr. W. Brooks 
George, of Larus and Brother Company, Inc., Rich- 
mond, Virginia, recommended: 

(1) The making of Victory Tax returns quarterly, 
(not monthly) showing only the aggregate amount 
of deductions from employees for the quarter, with- 
out listing each individual employee; the return to be 
accompanied by a check, in payment. 

(2) Another column should be added on January 
1, 1943, to the stub of the check now generally given 
to employees as a receipt for other deductions now 
being made, such as for Federal Old Age Benefit. 

(3) Another column should be added to “Salary 
Information Form,” 1099, now required to be filed 
on or before February 15 of each year for all em- 
ployees earning in excess of a given amount—to show 
the total amount of Victory Tax deducted from the 
employee’s check for the entire year. The total Vic- 
tory Tax deduction shown on this form would equal 
the total of the individual amounts shown on the 
check stubs or receipts given to the employee each 
pay day. The totals of all 1099’s will agree with the 
totals of the four quarterly Victory Tax returns. Form 
1099 would be filed for each employee subject to Vic- 
tory Tax; it would be prepared in triplicate, for dis- 
tribution: (a) original to United States Treasury De- 
partment; (b) duplicate to employee; (c) triplicate 
retained by employer. 

Whether this plan, or some modification or ap- 
proximation of it, is adopted by the Internal Revenue 
Bureau, it is safe to say that by January 1 alert con- 
trollers will have found a way to satisfy their own 
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companies’ recording and accounting needs, and the 
requirements of the Treasury Department. 


Social Security Program: 


| Sri who are best informed with respect to the 
proposals that have been in the air for months, 
for amending the government’s Social Security pro- 
gram, are feeling a bit easier about the prospects 
since November 3. They do not expect that the pro- 
gram is to be scrapped. They do hope for a more 
realistic approach than in the past to the problems 
which are presented. The proposed federalization 
of state unemployment compensation systems, as a 
part of the contemplated overhauling of the Social 
Security Act, seems to be less likely of accomplish- 
ment than it was earlier in the year. It is suggested 
that state legislation to strengthen the state’s systems 
be sought. Controllers are watching developments 
along those lines. 


A New Reporting Form: 


os one is Q 20, and comes from the OPA. The 
first thing one does these days is to look for a 
Budget Bureau number on a new form, to determine 
whether the form is official and bears the stamp of 
approval by that Bureau. Q 20 has such a number 
and so must receive attention at the hands of con- 
trollers. , 

This new form is for monthly reporting of com- 
parative financial statements as contrasted with the 
same month of the previous year. It must be filed 
within thirty days of its receipt, not later than the 
twenty-fifth day of each month. The accompanying 
letter and instructions state that, generally speaking, 
no extensions of time for filing will be granted, ex- 
cept under extraordinary conditions. 

The reports for the third, sixth, ninth and 
twelfth months shall be on a cumulative basis. They 
are to supplement the A and B forms previously 
distributed by OPA, and are designed to elicit the 
basic financial and other information on a schedule 
which is more nearly current than that contained in 
the quarterly report forms. 

Not all controllers have received copies of the 
new Q 20 form. The New York office of the OPA 
did not have them in stock when inquiry was made 
there for copies. Then, too, it is just possible that 
copies of these new forms are being sent only to 
companies which have filed their A and B forms— 
and it appears that a great many have not. 

One controller expressed the opinion that execut- 
ing the Q 20 would not be very difficult. Possibly he 
has just become hardened. 








Proposals for Individual Firm Action 
in the Post War Period 


The economic changes of the pre- 
war years and the upheavals incident 
to “all out” war production have 
transformed the functions and re- 
sponsibilities of the individual firm. 
Managements have adjusted their 
minds, their organizations and their 
records to modified objectives of com- 
pany operation—to somewhat new at- 
titudes toward finance, employment, 
and output. These things are all fa- 
miliar and need be given only passing 
notice. However, there is another area 
to which detailed and careful consid- 
eration may well be given. In the 
plans and discussions about the nebu- 
lous postwar world, further modifica- 
tion in the guiding principles and ob- 
jectives of the individual firm are 
implied. The new responsibilities 
have already been defined and pro- 
grams of single company action have 
already been advanced. 

Two important questions suggest 
themselves: (1) What is the proposed 
role of the individual firm in the post- 
war world? (2) If individual firms 
follow the recommended course of 
action, will the postwar objectives be 
achieved? The present analysis is de- 
voted to an inquiry into these two ques- 
tions. The answers to both are of in- 
terest; the first because of the changes 
in individual firm functions and re- 
sponsibilities involved in the postwar 
proposals; the second because of the 
changes implied in failure to “deliver 
the goods.” 


(I) THE PROPOSED ROLE OF THE 
INDIVIDUAL FIRM IN THE POST 
WAR WORLD 


Since matters of this sort are not 
subject to referendum it is necessary 
to seek elsewhere for interpretations 
of the temper of the people toward 
the postwar economic world. In the 
August 1941 issue of Fortune maga- 


By Dr. A. G. Abramson 


zine the following suggestion was 
made. 


“For Mr. Roosevelt has before him an 
even greater task than the winning of the 
war against Hitler’s Germany. He and 
America have before them the task of re- 
constructing a stable world and making it 
not only peaceful but plenteous. When the 
vast factories of the United States of the 
future begin to beat their swords again into 
plowshares, there will be no room in the 
world for the conception of unemployment 
or of scarcity.” 


This emphasis on “full” employ- 
ment is found also in recent publica- 
tions of the National Resources Plan- 
ning Board. 


“Our greatest resource is men-at-work, a 
resource which is lost forever when men are 
idle. Full employment is, therefore the key 
to national prosperity as well as individual 
welfare in the modern world of power, 
machinery, labor specialization and _tech- 
HOIORY... ss 

“The full employment we Americans seek 
must be, at the same time, free employment, 
unless we are to accept a new kind of eco- 


nomic slavery and lose those freedoms 
without which even material prosperity is 
not worth the price to men who cherish 
freedom and the dignity of man..... Q 

The editors of Business Week ac- 
cept these interpretations of the post- 
war economic “musts” and find them 
to have the following significance for 
the individual company. 

“But it does imply—and most decisively 
—that, although the hope of profits may 
still provide the chief incentive for individ- 
ual business, the operation of the profit 
motive will be limited by the dominant 
requirement of full employment for the 
people.’ 

Charles E. Wilson, President of the 
General Electric Company, lists full 
employment as one of the postwar 
requirements and places this respon- 
sibility upon the “Free Enterprise 
System.” He writes: 


“This is the Dangerous Decade. When 


“After Defense—What?’—page 1. 
* Page 37, issue of August 16, 1941. 





can workers. 


enterprise system. 





CAN BUSINESS ALONE PROVIDE FULL 
POSTWAR EMPLOYMENT 


Dr. Abramson, in this article written especially for ‘“The Con- 
troller,’ throws much light on the problem which private enter- 
prise, or the government, or both jointly, face in the postwar 
era with respect to the ‘full employment,” so called, of Ameri- 


It is on the employment, or lack of it, of the potential work- 
ers of the United States, that our present form of government, 
and the retention of private business enterprise, depend. Dr. 
Abramson thinks that plans so far made and enunciated do not 
give great promise of meeting the situation. The plans are 
hardly adequate, he believes, but he is not unduly pessimistic 
concerning the outlook, nor is he critical of business, which he 
feels is making an honest effort to look ahead and prepare as 
best it can, according to its present standards, to give employ- 
ment on such a scale that no need will arise to upset the private | 


Careful reading of Dr. Abramson’s paper is recommended. 
It is a valuable contribution to this discussion. Dr. Abramson | 
is economist of SKF Industries, Inc. | 


—THE EDITOR 
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the tremendous volume and income of the 
defense era slump, the Free Enterprise Sys- 
tem must either deliver the goods or be 
pushed aside. It must provide full protec- 
tion, full employment, full distribution of 
goods and resources—or step aside for gov- 
ernment agencies which will come into be- 
. 3 


ing. 

From these and other sources* one 
is led to the conclusion that those 
qualified to make predictions about 
the postwar world agree generally 
that full employment will then be 
necessary to political stability. Some 
part of the responsibility for provid- 
ing full employment is placed on the 
“free enterprise system’”—or, more 
specifically, on the individual firm. 
“Free enterprise” may have many 
meanings and ordinarily some degree 
of government activity in the eco- 
nomic field is not regarded as incon- 
sistent with such a system. In the pres- 
ent instance the idea seems to be that 
individual firms must provide em- 
ployment or the government will do 
so by taking steps involving more 
economic power for the government 
than is ordinarily regarded as consist- 
ent with “free enterprise.” 


RESPONSIBILITY ACCEPTED BY 
PRIVATE ENTERPRISE 


It is not clear just how responsibil- 
ity for full employment is to be 
shared as between the government 
and private companies. Major respon- 
sibility would seem to be assigned to 
private enterprise if the opinions 
quoted earlier are accepted as repre- 
sentative. In those opinions it is indi- 
cated that private enterprise will be 
pushed aside if it fails to ‘deliver the 
goods.” The important fact is the ac- 
ceptance by private enterprise of an 
important, if not principal, share of 
responsibility for achieving full em- 
ployment. 

Full employment is not defined pre- 
cisely; consequently no indication is 
given as to just how much unemploy- 
ment is regarded as politically accept- 
able. But it is implied that methods of 


*“Can We Save Free Enterprise?” Amet- 
ican Magazine November 1941. 

“For an extensive list of current research 
on this subject see “Postwar Planning in 
the United States” by George B. Galloway. 
The Twentieth Century Fund, New York, 
1942, 


combatting unemployment used in 
the past are likely to be inadequate in 
the postwar world. This is a very 
significant assumption for if it were 
not so the additional employment re- 
sponsibilities on the part of the indi- 
vidual firm anticipated for the post- 
war period would be quite different. 

Nevertheless, the government and 
the industrial community are study- 
ing postwar problems and are devel- 
oping programs of action designed to 
provide employment. In some in- 
stances the objective seems to be 
“full” employment. Here, then, is a 
development that represents a change 
in what has heretofore been regarded 
as the responsibilities and objectives 
of individual firm operation. 

There has, for some time, been a 
recognition of the social responsibil- 
ities of single companies to maintain 
employment and attempts have been 
made to regularize operations with a 
view to stabilizing the number of em- 
ployees. Many analysts, however, 
seem to regard the role of the indi- 
vidual firm in the postwar period as 
changed in at least two ways. First, 
individual firms are collectively taken 
to bear chief responsibility for the 
provision of full employment. This is 
to be done, perhaps, with the aid of 
some concurrent but relatively minor 
action by the Government. Second, 
these analysts regard provision of full 
employment as becoming the pri- 
mary objective of individual company 
operation. 


ProFirs WOULD BECOME SECONDARY 
CONSIDERATION 


According to these proposals, in 
deciding upon any particular policy 
or course of action, management 
would have to consider first the effect 
on employment; the production of 
goods or the making of profits would 
become secondary considerations. If 
there were any conflict in a particular 
instance, between employment on the 
one hand and cost reductions or prof- 
its on the other, the decision is taken 
by some postwar analysts to be in 
favor of the former. 

A moment’s reflection will soon 
convince one that the provision of 
full employment is a “large order” 
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and requires the invention of new de- 
vices and policies. It is more than a 
problem of production, and of main- 
taining or increasing employment 
while the Government maintains con- 
sumer purchasing power by other 
means. The postwar employment 
problem involves not only a shift 
from wartime to peacetime produc- 
tion but it may involve dealing with 
mass unemployment. These problems 
are quite different from those in- 
volved in attaining the ultimate ob- 
jective of individual firm operation as 
conceived in the past—namely, the 
most efficient utilization of available 
resources. This objective would ap- 
pear to be somewhat different from 
maintaining employment of labor, 
and the latter would appear to require 
the adoption of devices somewhat 
different from those involved in indi- 
vidual firm action in the past. 
Postwar problems will probably in- 
volve, then, shifting large numbers of 
workers, and providing immediate 
(not long run) employment to large 
numbers of other workers. On a na- 
tional scale this is a problem that in- 
dividual firms have not, in the past, 
been called upon to solve. What spe- 
cific proposals have they so far sug- 
gested as a means of meeting their an- 
ticipated postwar responsibilities? 


ANALYSIS OF PURPOSES OF 
INDIVIDUAL COMPANIES’ PLANS 


The postwar programs of individ- 
ual companies and of industrial asso- 
ciations are available for analysis by 
an examination of the many recent 
speeches and publications concerned 
with this problem. If the various spe- 
cific proposals are set down and ana- 
lyzed as to purpose, they would seem 
to the present writer to fall into the 
following three categories: 


(1) Steps designed primarily to make the 
individual firm strong—to enable it to 
“ride out” or adapt itself to postwar 
adjustments. 

(2) Steps designed primarily to lessen the 
severity of wartime production malad- 
justments. 

(3) Steps designed primarily to provide 
employment in the postwar period. 


It is true that any device which 
makes the individual firm strong tends 
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to provide employment in the sense 
that a going concern will employ 
more labor than one forced out of 
business through bankruptcy, and in 
the sense that a strong position may 
be necessary to expansion or experi- 
mentation. From this point of view 
the boundaries separating categories 
1 and 3 above may be somewhat indis- 
tinct. There does seem, however, to 
be an adequate basis for distinguish- 
ing between steps taken primarily be- 
cause of their effect on the individual 
firm and those taken primarily be- 
cause of their effect on the total econ- 
omy. 


SPECIFIC COURSES OF ACTION 


The following specific courses of 
action would appear to belong in each 
of the three categories described 
above, respectively. 


(1) Increase productive efficiency; reduce 
inventories; maintain or achieve good 
labor relations; study experience at the 
end of World War I; analyze probable 
postwar markets in terms of location 
and industry of customers, competition 
and prices; maintain or increase ad- 
vertising expenditures; maintain or im- 
prove customer relations; set up special 
reserves for rainy days; study export 
markets; write off armament plant 
within armament period; be ready to 
convert quickly to manufacture of 
peacetime products; prepare to meet 
problems arising out of changed dis- 
tribution of income. 

Induce employees to buy defense bonds; 
stabilize prices; make full use of exist- 
ing equipment before expanding; post- 
pone new designs; redesign products 
to utilize material and labor more ef- 
fectively. 

Introduce new products made possible 
by the maintenance of industrial re- 
search during the war, and the dis- 
coveries and developments growing di- 
rectly out of war production; introduce 
lower prices made possible by increased 
productive and marketing efficiency, or 
do so in attempts to expand existing 
markets and decrease unit costs by in- 
creasing output; delay as much new 
construction and repairs as possible 
until the postwar period. 


~ 
nN 
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These devices are not intended to 
represent a complete and exhaustive 
list of all the proposals so far made 
for meeting the postwar problems of 
individual companies.5 They are be- 


* It should be noted there are some indus- 
try postwar programs of an “overall” na- 


lieved, however, to include the most 
important of these proposals and to 
provide a basis for making some eval- 
uation of their effectiveness in achiev- 
ing the stated objectives. How well 
do these proposals “fill the bill”? 
The answer to this question de- 
pends largely on what one believes 
the “bill” to be. No one can now say 
with certainty what the postwar world 
will be like nor what the responsibil- 
ities and functions of the industrial 
manager will be. It is necessary to de- 
cide, however, on these responsibili- 
ties and functions before any evalu- 
ation can be made of the effectiveness 
of the specific steps listed above. 
Based on the quotations presented 
earlier it is assumed here that in the 
future individual firms will bear prin- 
cipal responsibility for the achieve- 
ment of full employment. It may be 
that the future will bring no such 
change in the economic function of 
the firm and under these circum- 
stances there may be little question of 
the effectiveness of the proposed 
steps. But since the future is uncertain 
it seems desirable to consider how 


ture that do not fall completely within the 
scope of the present analysis. Perhaps the 
most prominent of such programs is the 
one which suggests that each firm, (a) de- 
termine the amount of its own output it 
could sell when national production is at a 
point that will provide full employment, 
and (b) go ahead and produce at this level 
when the war is over. For the most part 
this program seems to be advanced as a 
means of providing full employment in the 
immediate postwar period when the market 
situation is taken to be favorable and when 
the major problem is taken to be one of 
conversion to peacetime production. 

Even in plans of this “overall” nature 
some of the specific steps listed here are 
proposed as the means whereby individual 
firms may be able to carry out the general 
directive of the plan. Insofar as this is true 
the present analysis applies. 

There are several reasons, however, why 
the present study may not be adequate in 
evaluating the “overall” plan described 
above. First, the evaluation made here is 
concerned with the effectiveness of the 
specific proposals listed as means of com- 
batting depression period unemployment 
rather than the unemployment peculiar to 
the immediate postwar conversion period. 
Second, an evaluation of the plan in ques- 
tion would involve a critical study of the 
effectiveness of the central scheme, namely, 
that full (or reasonably full) employment 
can be achieved by each firm, assuming it 
will be and acting on that assumption. No 
such study has been made here although 
some of the conclusions reached may be 
pertinent. 
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well the proposals meet the maxi- 
mum responsibilities. We seek, then, 
an answer to the following question. 
If all individual companies can and 
do follow the suggested courses of ac- 
tion, is full employment likely to re- 
sult ? 


(II) THE SUGGESTED INDIVIDUAL 
FIRM PROGRAM AND FULL EM- 
PLOYMENT 


Aside from the specific steps listed 
in the preceding pages, there is some 
indication that businessmen are relying 
on a postwar boom as the means of 
providing full employment. This pos- 
sibility raises an important question 
—would a postwar boom meet the re- 
sponsibilities for full employment 
which the industrial community seems 
to have accepted? There appear to be 
at least two reasons why a postwar 
boom would not satisfy these respon- 
sibilities. 

First: To some extent the boom is 
regarded, by those anticipating its oc- 
currence, as developing out of the 
positive action of individual firms. To 
a considerable extent, however, the 
high level of activity is attributed to 
other expected conditions—to the 
pent-up demand for durable goods, to 
foreign rehabilitation, to continued 
demand for a heavy volume of arma- 
ments, to a gradual rather than a 
rapid and drastic reduction in the 
size of the armed forces, and so on. 
Insofar as these other factors con- 
tribute to the boom the resultant em- 
ployment cannot be regarded as flow- 
ing from a program of individual firm 
action. 

Second: A postwar boom would 
only postpone the time when individ- 
ual firms would have to fulfil their 
responsibility for creating full em- 
ployment. 


CHIEF RELIANCE ON LOWER PRICES 


Excluding the boom possibility, 
then, one may conclude, if the list of 
devices described earlier is accepted as 
fairly complete, that the industrial 
community is placing chief reliance 
on lower prices and new products as 
the means of fulfilling their postwar 
responsibilities; i.e., to achieve full 
employment. This would appear to be 
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a sound deduction because the de- 
vices in categories 1 and 2 are not ad- 
vanced as a means of solving the post- 
war employment problem—however 
desirable the use of the devices may 
be on other grounds and despite their 
“indirect” effects on employment. 
New products and lower prices would 
also serve to strengthen the firms in- 
volved but these two devices seem to 
be the backbone of industrial postwar 
reemployment plans. 

If this is so, the brunt of the respon- 
sibility falls upon the manufacturing 
segment of industry and trade. This 
would appear to be true because man- 
ufacturers are the ones who must in- 
troduce new products and whose 
price reductions are taken to be most 
effective in stimulating activity. This 
conclusion is important because it in- 
fluences the speed and extent of re- 
employment that may be expected if 
the devices so far suggested are uti- 
lized. 

It does not seem possible to decide 
just how much employment could be 
created if every manufacturer intro- 
duced new products and lowered 
prices in the postwar world. The an- 
swer would depend upon a number of 
factors, such as new investment re- 
quired, consumer reaction, methods 
of production and the secondary ef- 
fects on employment in distribution 
and trade. Even with all these factors 
known there could be sound disagree- 
ment about the consequences. How- 
ever, some idea of the possibilities of 
achieving full employment through 
manufacturers initiating lower prices 
and new products may be derived 
from a comparison of the size of the 
probable unemployment problem to 
be faced and the number of people 
employed in manufacturing indus- 
tries. The comparison will be made 
with total employment also, but the 
relationship to manufacturing em- 
ployment is examined first because 
new products and lower prices are de- 
vices the manufacturing segment of 
the economy will be expected to in- 
itiate. 


EsTIMATES OF UNEMPLOYMENT 


In the issue of Business Week to 
which reference has already been 


made (August 16, 1941) the follow- 
ing estimates of unemployment are 
given (page 36): March 1933—14,- 
500,000; July 1937—4,500,000; May 
1938—10,000,000. It is suggested, as 
already indicated, that if industrial 
activity falls to the July 1937 level 
after the war, we shall have a mini- 
mum of 814 million unemployed. 
(The estimates exclude unemploy- 
ables.) In January 1942 with indus- 
trial production at unusually high 
levels the Office of Emergency Man- 
agement estimates unemployment to 
be 4,200,000. 

The unemployment problem looks 
formidable if compared with the 
number of people employed in manu- 
facturing industries. The Bureau of 
Labor Statistics indicates that the 
number of persons employed in man- 
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ufacturing industries was 10,203,000 
in 1929; 7,036,000 in 1933; and 10,- 
273,000 in 1937. In December 1941 
the number was estimated to be 12,- 
739,000. 

If full employment is interpreted 
in its literal sense it seems reasonable 
to conclude that, as far as manufac- 
turing alone is concerned, the post- 
war unemployment problem cannot 
be “defeated” by means of new prod- 
ucts and lower prices. Industries 
which employed about 1014 million 
people in 1937 and which added only 
about 214 million more by the end of 
1941 under powerful war stimuli 
could not reasonably be expected to 
absorb a large part of the 814 million 
estimated (Business Week) to be un- 
employed at the end of the war even 
under the stimulus of new products 
and lower prices.® 

But what of the employment possi- 
bilities in the non-manufacturing seg- 
ment of the economy? Would em- 
ployment there reduce the load on 
manufacturing to manageable levels? 
Increases in manufacturing employ- 
ment seem to be accompanied by 
somewhat larger increases in the re- 
mainder of the economy, excluding 
agriculture.” If this relationship con- 
tinues in the future manufacturers 
could (if the 814 million estimate of 
unemployment is correct) solve the 
problem by creating jobs for approxi- 
mately 4 million people, when and if 
severe postwar unemployment devel- 


®*Some allowance should, of course, be 
made for the effect on employment of the 
increase in manufacturing plant and equip- 
ment which has occurred since the outbreak 
of the war. The influence of this factor on 
the present comparisons is offset, to some 
extent at least, by the understatement in the 
magnitude of anticipated potential postwar 
unemployment. 

* United States Bureau of Labor Statistics 
data indicate that between 1933 and 1937 
manufacturing employment rose by 3,237,- 
000 as compared with an increase of 4,102,- 
000 in mining, construction, transportation, 
public utilities, trade, financial, service and 
miscellaneous, and Government. Between 
1937 and December 1941 manufacturing 
employment rose 2,466,000 as compared 
with an increase of 3,046,000 during the 
same period in the other categories making 
up the non-agricultural employment total. 

It is not possible, of course, to conclude 
from these figures anything about the causal 
sequences of employment creation as_be- 
tween the manufacturing and non-manufac- 
turing segments of our society. 
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ops. Even so, it seems to the present 
writer that a reasonable doubt re- 
mains as to whether the tools (lower 
prices and new products) are big 
enough for the job. This impression 
is strengthened by the fact that the 
quoted estimates of postwar unem- 
ployment were made prior to our en- 
try into the war and so understate the 
magnitude of the problem. Any con- 
clusions of this nature are necessarily 
matters of judgment. The point made 
here is only that the use of the devices 
examined does not appear to assure 
the attainment of the postwar full 
employment objective. 


AID FROM GOVERNMENT ? 


One may protest that it is not nec- 
essary to have full employment in or- 
der to have political stability, and 
that it is not necessary for the indus- 
trial community to assume responsi- 
bility for tackling the employment 
problem without some substantial aid 
from the Government. The writer 
will agree that these points are open 
to question. It has been assumed here 
that individual firms will collectively 
bear major responsibility for full em- 
ployment in the postwar world mainly 
for two reasons. First, reference to 
the quotations presented earlier in 
this article indicate that this severe 
assumption is consistent with some of 
the responsible thinking about the 
postwar world. Second, it is impossi- 
ble to determine what the circum- 
stances will be after the war, and in 
light of this uncertainty it seems de- 
sirable to test the means against the 
maximum responsibilities. 

Another aspect of the effectiveness 
of lower prices and new products as 
means of solving postwar employment 
problems is how quickly reemploy- 
ment could be expected to occur. 
Lower prices are no doubt means of 
spreading the benefits of economic 
progress just as new products are a 
manifestation of that progress. But the 
effect—the immediate effect—of lower 
prices and new products upon employ- 
ment depends upon a number of other 
factors. It depends, for example, upon 
whether or not new investment is re- 
quired, and on how much direct labor 
is required per unit of output, and on 


how quickly the new product is ac- 
cepted, and on whether, if labor is re- 
quired, it is in areas and for kinds of 
labor where unemployment exists; and 
on whether the new products and 
lower prices expand total consumption 
or result simply in substitution of pur- 
chases; and so on. 

It is conceivable that, regardless of 
the tendency over longer periods, the 
immediate effect of new products and 
lower prices on unemployment may 
be slight or even unfavorable. In the 
past the manufacture of some new 
products (e.g., automobiles) has not 
involved the employment of large 
amounts of labor until years after their 
introduction. And the postwar employ- 
ment problem would appear to require 
immediate alleviation if it is, as sug- 
gested, a matter of political necessity.8 

It should be noted, in addition, that 
industrial research is emphasized as the 
source of new products. Such research 
may also yield technological change 
and products which are close substi- 
tutes for existing goods. In these cases 
the effect on postwar unemployment is 
likely to be less favorable than the ef- 
fect of new products for which there 
are no Close substitutes. The economic 
consequences (in terms of employ- 
ment) of industrial research may be 
quite different from the economic con- 
sequences of initiating the production 
of “completely new’ products. 


SUMMARY 


The conditions described in the pre- 
ceding pages may be summarized as 
follows: (1) It is believed that in the 
postwar world “full” employment will 
be necessary to political stability; (2) 
the industrial community believes that 
it (rather than the Government) must 
assume major responsibility for achiev- 
ing this goal; (3) individual company 
officers, independent economists, and 
various association spokesmen have 
suggested specific steps that might be 
taken as a means of meeting the post- 
war responsibilities; (4) an examina- 


SSee “After the War—Full Employ- 
ment” by Alvin H. Hansen, National Re- 
sources Planning Board, January 1942. 
Professor Hansen believes that the “po- 
tential” postwar labor supply “cannot sud- 
denly be put to work in industry.’ Pp. 9-10. 
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tion of these suggestions indicates that 
major reliance seems to be placed on 
lower prices and new products as de- 
vices for bringing about full employ- 
ment whenever the postwar readjust- 
ment occurs; (5) this means that the 
manufacturing segment of industry 
and trade would bear the brunt of the 
responsibility; and (6) in view of the 
probable magnitude of the postwar 
employment problem as compared 
with employment in manufacturing in- 
dustries, in view of the requirement 
that the employment be immediate, and 
in view of the uncertainty as to the 
short-run effect of lower prices and 
new products on employment, there is 
serious doubt about the ability of lower 
prices and new products to bring free 
and full employment to the postwar 
world in the event a sudden and se- 
vere depression occurs in that period. 
Looked at in terms of their economic 
function, lower prices and new prod- 
ucts are not to be regarded as means 
of combatting depression unemploy- 
ment. They are means of making the 
most efficient use of our resources, of 
spreading the benefits of economic 
progress, and of raising the general 
level of long-run activity. These de- 
vices do have an effect on employment 
but even here it is a matter of long 
run effect—they can hardly be con- 
sidered means of providing an imme- 
diately effective solution in the case of 
sudden and severe unemployment or 
other postwar employment problems. 
As a means of providing jobs imme- 
diately, it seems clear that lower prices 
and new products would be no more 
effective than Government devices used 
in the past; e.g., public works.? And 
it must be remembered that past efforts 
are regarded as inadequate since they 
did not provide full employment. 


PROGRAM INADEQUATE 


It seems reasonable to conclude that 
the program of individual company ac- 
tion so far offered by the industrial 


® Private employment may be regarded 
as more effective in the sense that it is 
continuing. See, for example, the ad- 
dresses by George E. Bigge before the 
State Unemployment Compensation Ad- 
ministrators, Topeka, Kansas, May 6, 
1938, and at San Francisco, California, 
July 15, 1938. 
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community is not adequate of itself if 
full employment is to be achieved and 
if chief responsibility for this achieve- 
ment rests upon the actions of individ- 
ual firms. In oversimplified but essen- 
tially valid terms the operation of in- 
dividual companies in our present day 
economic organization may be repre- 
sented as related to employment in the 
following way. The managers of each 
company attempt to maximize gain by 
the use of a number of devices such as 
cost reductions, lower prices, and the 
introduction of new products. Individ- 
ual company managers do not seek to 
increase employment in their firms as 
a primary objective or criterion of suc- 
cessful . operation. Increased employ- 
ment for their firm may, of course, 
result from expansion due to cost re- 
ductions or lower prices, or the intro- 
duction of new products. But this 
increase in employment is not the pri- 
mary purpose of expansion—it could 
not be undertaken for that reason alone 
under the existing financial system. 
Furthermore, the expansion would be 
made if it were profitable for the firm 
to do so even though unemployment 
resulted elsewhere in the economy. 
Stated otherwise, this means that hu- 
man labor may not be the most efficient 
instrument of production and that “‘the 
economic function of the producer is 
not to employ labor but to produce 
goods.”1© These “arrangements” may 
be well suited to the achievement of 
economic progress as measured by the 
most economic use of resources but 
economists do not suggest they are de- 
signed to provide immediate, full and 
free employment in the face of dis- 
locations created by the cessation of a 
world war. 


EMPLOYMENT INCIDENTAL 
CONSIDERATION 


This situation may be apparent; it 
is described here simply to point out 
that the postwar individual company 
devices described earlier do not in- 
volve any change in these “‘arrange- 
ments.” Individual companies will still 
be motivated and guided by the same 





*See “Deficit Spending” by John H. 
Williams, pp. 62-63; Am. Ec. Review, 
Vol. XXX—No. 5, February 1941, pp. 
52-60. 
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principles in deciding whether to in- 
troduce new products, or lower prices, 
or try to expand their market. Em- 
ployment will still be a by-product or 
incidental consideration since no change 
is contemplated in the system of finan- 
cial obligations and responsibilities in 
accordance with whose dictates indi- 
vidual firms must operate. Managers 
will still find their function to be that 
of producers of goods rather than em- 
ployers of labor. For this reason one 
may doubt that the program of action 
so far proposed for individual com- 
panies will serve to provide full, free, 
and immediate employment in the 
event of mass unemployment in some 
postwar period. 

The proposal that employment must 
be the guiding principle of individual 
company operation represents a drastic 
change in existing relationships. The 
whole fabric of individual firm struc- 
ture and operation has been designed 
to further a single objective—the most 
efficient utilization of resources in the 
production of particular goods. Man- 
agement has had to reconcile the opin- 
ions and desires of the several divisions 
within their company, but these differ- 
ences are not basically at odds with the 
central objective of the company’s op- 
eration. However, if the provision of 
employment is made a principal goal, 
management will be faced with the 
problem of trying to “serve two mas- 
ters.” In many instances—such as de- 
ciding what to do about the introduc- 
tion of new techniques—the two ob- 
jectives may be simply incompatible. 


OPPOSING OBJECTIVES Must BE 
RECONCILED 


Wholly aside from the question of 
how much labor each firm should em- 
ploy at various times is the more im- 
portant question of how the employ- 
ment criterion can be pursued when it 
conflicts with the ‘“‘old” criteria. It does 
not appear possible simply to add the 
employment objective to the present 
ones. It seems clear that the opposing 
objectives must be reconciled by modi- 
fication or one of them must be aban- 
doned. 

It may be that the requirements for 
political stability will be different from 
those suggested by the analysts of the 
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postwar world. It may be, more spe- 
cifically, that taking the steps already 
suggested for individual companies, 
plus a continuance of the governmental 
action already experienced (e.g., pub- 
lic works), plus the sustaining in- 
fluence of past government action 
(e.g., unemployment compensation pay- 
ments) will be a politically acceptable 
attack on postwar mass unemployment 
if and when it occurs. If this is so, 
then the guiding principles of individ- 
ual firm operation will remain substan- 
tially unchanged because the objectives 
will be the same as in former years. 
But if individual firms must provide 
free, immediate, and full! employ- 
ment, if the provision of employment 
rather than the efficient production of 
goods and services is to become the 
dominant function of the individual 
firm, then these principles must under- 
go severe alteration. In order that this 
may be possible, significant modifica- 
tions must be made in the framework 
of obligations and responsibilities from 
which management derives its guiding 
principles and by which its success is 
measured. The course of action so far 
suggested for individual firms does not 
appear to assure attainment of the full 
employment objective. 


No UNFAVORABLE REFLECTION ON 
PRIVATE ENTERPRISE SYSTEM 


Without entering into a discussion 
of the numerous factors that must be 
considered in determining the desir- 
ability of various systems of economic 
organization, the writer wishes to in- 
dicate his belief that the questions 
raised here do not reflect unfavorably 
on the private enterprise system. There 
are obviously many benefits and desir- 
able characteristics of the American 
economic organization that must not be 
lost in the search for ways of improv- 
ing its operation. There is danger that 
the system may be discredited because 
public expectations have been created 
by the voluntary or involuntary accept- 
ance, on the part of individual firms, 
of objectives whose attainment appears 
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™ While full employment may be in- 
terpreted in its literal sense, it is more 
reasonable to regard it, as is generally 
done, as a level of employment somewhat 
short of this. 








The Pay-As-You-Go Income 


The necessity of getting our personal 
income taxes on to a current basis and 
of starting 1943 with our income-tax 
payers, then to be 27,000,000 of them, 
substantially free of income-tax debt, 
is now generally conceded. The long 
standing defect in our income-tax prac- 
tice of paying a tax on last year’s in- 
come out of this year’s receipts has, with 
higher rates and lower exemptions, 
become a personal and national dan- 
ger. It is a personal danger to each of 
us because loss of income from what- 
ever cause would face us with unbear- 
able income-tax debt. It is a national 
danger, because any period of depres- 
sion and unemployment would throw 
a burden of income-tax debt on the 
shoulders of citizens of reduced in- 
come or of no income at all, a burden 
that could not possibly be met and that 
would compound with difficulties an 
already difficult national situation. 


MANy More INCOME TAX PAYERS 


The sooner the problem is solved, 
the easier it will be to solve. In 1940 
there were 4,048,619 income tax pay- 
ers; in 1941 there were 7,645,473; in 
1942, 17,688,219. On the first of Jan- 
uary 1943, under the Revenue Bill of 
1942, there will be 26,900,000 tax- 
payers in debt to the Federal Govern- 
ment for tax on their 1942 income, an 
increase of 22,850,000 since 1940. It 
is clear that the government cannot 
continue for long to be the creditor of 
some 27,000,000 taxpayers and their 
families in debt for income tax, par- 
ticularly when there is no substantial 
question of revenue involved in skip- 
ping a year and getting the whole 


country on a current pay-as-you-go 


basis. 

Not only are the numbers of tax- 
payers much larger than they were, 
but the amount of debt for each tax- 
payer is much greater than is commonly 


Tax Plan 


By Beardsley Ruml 


understood. Here are the figures in the 
new tax bill. Unless we get the Pay- 
As-You-Go plan, a man with a taxable 
net income, after exemptions, of 
$4,000 in 1942 will owe the govern- 
ment $820 on New Year's Day, 1943. 
If his income as above was $5,000, his 
debt will be $1,080; and if $10,000, 
the government will claim $2,620 
from him, even though his earnings are 
lower in 1943 or completely disappear. 
If he dies, these sums will be taken 
from whatever remains of his estate. 

The income tax debt on smaller in- 
comes is likewise startling. For ex- 
ample, a taxable net income, after ex- 
emptions, of $2,500 leaves a debt for 
next year of $490 and even $1,000 
means $190 still to be paid. A stenog- 
rapher who has been making $30 a 
week during 1942 and who gets mar- 
ried in the early part of next year will 
carry to the altar an income tax bill 
for $192.04; and if she happened to 
be a secretary getting $50 a week, the 
happy couple will start off being in 
debt to Uncle Sam for $386.50 on her 
account. 

If the Pay-As-You-Go plan is 
adopted, all these taxpayers will be in- 
come-tax debt free, except for any neces- 


sary year-end adjustment. And they will 
stay on a current paid up basis, since 
they will be paying income taxes on 
what they earn as they earn it. 

In order to accomplish this desirable 
objective of getting our income taxes 
on a current basis, I suggested to the 
Senate Finance Committee a plan 
which I called the Pay-As-You-Go in- 
come tax plan. This plan was to be 
applied to individuals, not to corpo- 
rations. Since then there has been a 
great deal of discussion, many sugges- 
tions, and a little criticism. 

Tonight, I should like to make a 
statement about the plan which will 
bring it up to date, adding to and 
modifying the original plan in the 
light of the suggestions and criticisms 
which I have received. 

I shall present the plan under five 
headings. 


First, skipping a year to begin 1943 on 
a pay-as-you-go basis; 

Second, making our income tax returns 
on a tentative basis with a year-end ad- 
justment; 

Third, giving relief provisions for those 
whose income varies from year to year; 

Fourth, making provision for minimiz- 
ing objectionable “windfall” cases; 

Fifth, giving equal treatment to all tax- 





put into effect immediately. 


not now?” 





WILL PAY-AS-YOU-GO TAX PLAN 
BE ADOPTED SOON? 


Mr. Beardsley Ruml, author of the ‘’Pay-As-You-Go” income 
tax plan, and many thousands of income tax payers, are hopeful 
that, by some miracle of legislation which involves fast action 
by Congress, are hopeful that the plan will be adopted soon, and 


Just what the plan is was described by Mr. Ruml at a meeting 
of the New York City Control, of The Controllers Institute of 
America, at the Hotel New Yorker on October 21. 

That the plan will be adopted some time appears to be the 
common belief, and payers of income taxes are asking, ‘Why 


It is a convincing presentation, this paper by Mr. Ruml. 


—THE EDITOR 
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The Controller, November, 1942 


payers under the plan, starting the new 
year on a current basis for everyone. 


Following this presentation I shall 
take up the three objections which 
have been raised by the Treasury. 

And finally I shall tell you why I 
think that a Pay-As-You-Go plan will 
be adopted and just where the plan 
stands today. 


TURN TAx CLocks AHEAD 
ONE YEAR 


The first question is how to get 
our personal income taxes on a cur- 
rent basis without paying two years’ 
taxes in one year. The answer is as 
simple as daylight saving. Let us 
turn our tax clocks ahead one year. 

The taxes we have been paying 
this year out of our 1942 incomes are 
taxes On our incomes received in 
1941. We can solve the problem in 
either of two ways. 


First, we can re-define our taxes and 
simply say that the taxes we are paying in 
1942 are taxes on 1942 income, and 
thereby let 1941 drop out of the tax cal- 
endar forever; or 

Second, we can go on letting our pres- 
ent income taxes be taxes on 1941, but 
begin 1943 by paying on 1943, thereby 
dropping out 1942, instead of 1941. 


In my original testimony, I sug- 
gested dropping out 1941, but the 
Treasury preferred that if any year 
was to be dropped, it should be 1942. 
As the year grows later, it becomes 
increasingly likely that the Treasury 
is right and that 1942 would be a 
better year to skip. But only on one 
condition, that the income-tax payers 
who are serving the people of the 
United States in the armed forces or 
in the federal civil service should be 
allowed to choose whether they pre- 
fer to skip 1942 or 1941. Since there 
is an alternative, they should be al- 
lowed to choose the one that serves 
them best. 

If it is finally decided to skip 1941, 
then, because of the lateness of the 
year, we shall have to skip 1942 for 
those who have never paid an income 
tax. This may not be strictly logical, 
but it is the only way of giving prac- 
tical justice to these new taxpayers. 

But if anything happens to this 
year’s income, the income tax debt 


remains and there is trouble. Men 
are called into the armed services, 
others go into government work at 
lower pay, men and women are dis- 
placed from peacetime industry by 
wartime dislocation, some suffer sick- 
ness and accident, others must retire 
because of advancing years. All of 
these find that now with the new 
high tax rate their income tax debt is 
an intolerable problem, wiping out 
savings that have been accumulated 
over the year. And for the tens of 
thousands that have already been in- 
jured, millions of us are in danger, 
because we are each subject to the 
same hazards and the same inevitable 
loss of income. 

The Pay-As-You-Go income tax 
plan applies only to individuals and 
not to corporations. It is a plan that 
will relieve thousands of citizens 
from hardship and distress arising 
from income-tax debt, and that will 
bring peace of mind to millions more 
who are in income-tax-debt danger. 

It is a method for clearing the 
decks for an all-out war-financing 
program. If we can all be free of in- 
come-tax debt on the first of next 
year, we can start on a pay-as-you-go 
basis and stay there. If we need high 
withholding taxes we can have them; 
if we need to supplement voluntary 
savings with compulsory savings, we 
can do that too. 

The question at once in everyone’s 
mind arises, how can we drop an in- 
come-tax year out of the calendar in 
this way without having the Treasury 
lose a lot of money that is badly 
needed for the war effort? The an- 
swer is that we shall all go along 
paying our income taxes as we have 
before, only they will be on a current 
basis. The Treasury will also go 
along getting its revenues. The only 
difference is that when a taxpayer 
dies or ceases to receive income, he 
does not owe a tax as he does under 
the present system. Reduction of tax 
payment by the tax payer as a result 
of setting the tax clock ahead occurs 
only at some future date, when and 
as the tax payer’s income ceases or 
declines. The reduction is therefore 
spread over the whole lifetime of the 
present income tax paying genera- 
tion, and occurs beneficially for each 
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tax payer at the time when his in- 
come fails. As for the Treasury, the 
Treasury has never considered taxes 
receivable as an asset, and accord- 
ingly they can be written off the bal- 
ance sheet of the government with- 
out the change of a single penny. 


Loss OF REVENUE PARTIALLY OFFSET 


The gross loss of revenue in any 
case would be partially offset by bet- 
ter tax collections and collection 
methods and also recoveries through 
inheritance tax of part of what other- 
wise have been payable as income 
tax. 

The question is sometimes raised 
as to the effect of the plan on infla- 
tion. The only persons that would 
have more cash on hand under the 
plan are the few who have accrued 
their income taxes. These are few 
indeed, and they are not spendthrifts. 
As a matter of fact, since Pay As 
You Go will make withholding taxes 
possible at a high level, the total ef- 
fect will be anti-inflationary rather 
than otherwise. 

The Treasury feels that a with- 
holding tax is highly important in 
keeping tax payers current. I, too, 
favor a withholding tax, because it 
makes it easier for people to keep 
on a pay-as-you-go basis. But if we 
want a withholding tax the Pay As 
You Go plan is the only way to solve 
the problem of having a withholding 
without having some amount of 
double taxation—that is, of paying 
two years’ taxes in one. If a with- 
holding tax provision turns out to be 
either undesirable or impractical, the 
Pay-As-You-Go plan stands on its, 
own feet as a sound method of get- 
ting the country free of income-tax 
debt. 

The second point in the Pay As 
You Go income tax plan is designed 
to solve the problem of how we can 
pay our income taxes on a current 
basis, when we do not know at the 
beginning of a year what our income 
is going to be in that year. The way 
of solving this problem is not too 
difficult. We will go ahead as we do 
today, filing an income tax schedule 
about the fifteenth of March declar- 
ing our previous yeat’s income. But 
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this will be a fevtative return for the 
year then beginning and we would 
pay our current taxes on the basis of 
this tentative return. After the year 
had ended there would have to be an 
adjustment up or down depending 
on whether our actual income for the 
year was greater or less than that on 
our tentative return. But this adjust- 
ment would be made on the same 
blank and at the same time as our re- 
turn for the following year. This re- 
turn would be at one time the final 
return for the old year and the tenta- 
tive return for the new. There would 
be no doubling of returns involved 
and only a few extra lines for the 
adjustment computations. 


WHEN CHANGE OF INCOME Is 
KNOWN IN ADVANCE 


The third feature of the plan is the 
provision for relief in case a tax 
payer knows his income in the cur- 
rent year is going to be less or 
greater than that of the year of his 
tentative declaration. The plan pro- 
vides that he may declare his true 
knowledge of lower or higher in- 
come, as a result of salary changes, 
and so forth, which have actually oc- 
curred, and make his current pay- 
ments accordingly. This provision 
eliminates the awkwardness of avoid- 
able year-end adjustments and keeps 
the plan closer to a true pay-as-you- 
go basis than it would otherwise be. 

The fourth point about the plan 
deals with the special provisions for 
minimizing objectionable “windfall” 
cases. These provisions were not in- 
cluded in the original plan and have 
been added to meet a widespread 
feeling that, even though the number 
of cases be few, it is desirable to 
guard against them. 

Any plan that gives equal treat- 
ment to all taxpayers would produce 
a certain number of “windfall” cases, 
cases of individuals who will benefit 
unduly because of the fact that for 
them 1941 or whatever year is skipped, 
happened to be a year of unusually 
large income, larger than that of the 
year that preceded or that followed. 
Consequently, whatever year is se- 
lected, some persons would receive 
unintended benefits. 


The Controller, November, 1942 


I have made the following three 
suggestions for minimizing the prob- 
lem of these “windfall” cases: 


How To HANDLE “WINDFALL” 
CASES 


(1) Do not cancel the 1941 in- 
come tax on capital gains. A large 
part of the true “windfall” problem 
comes from capital gains, because 
the year in which the gain is taxed is 
the year in which the transactions 
happen to be closed. Capital gains 
are not like ordinary recurring in- 
come, and can be properly separated 
out in the plan. 

(2) Provide a special death tax to 
recover what may be considered 
“windfall” arising because of death 
in 1942, or during some appropriate 
transition period. This tax should be 
steeply graduated and should take 
most of the higher bracket income 
tax that would be otherwise can- 
celled, but it should leave some bal- 
ance of the cancelled tax in the es- 
tate subject to ordinary estate taxes 
only. 

(3) Take an average of 1940, 1941, 
and 1942 in all cases where claim for 
credit exceeds $10,000, or some other 
suitable amount The average of the 
three years will be a practical way of 
determining a fair normal income 
for 1941, instead of “windfall” in- 
come. The cancellation of 1941 tax 
would apply to this average income 
only, and the balance of tax on ac- 
tual 1941 income to the.extent that it 
exceeded $10,000 would not be cred- 
ited or refunded. 

These three provisions will catch 
all of the most objectionable “wind- 
fall’ cases. But even so, there may 
still be a few remaining. What then? 

There are some things that are 
worse than a few “windfall” cases. 
One would be not to adopt any Pay- 
As-You-Go plan at all. Another 
would be to adopt a plan so compli- 
cated or so uncertain in its effect that 
the great good of Pay As You Go 
would not be achieved. Another 
would be not to give equal treatment 
to all taxpayers under the plan lest 
the “windfall” cases receive undue 
benefits. 

Much as I dislike “windfalls,” 


even if they cannot be entirely elim- 
inated, I am still for the plan. I can- 
not bring myself to the point of re- 
fusing to do good for millions simply 
because I will be doing too much 
good for a few that do not deserve it. 
The fifth point about the Pay As 
You Go income tax plan is that it 
proposes to give equal treatment to 
all taxpayers under the plan. This 
means to skip a tax year for all alike 
in every bracket and start the whole 
country income-tax-debt free. 


‘TREASURY'S PROPOSED MODIFIED 
PLAN 


The Treasury has proposed a mod- 
ified plan which would apply to the 
full tax debt of some taxpayers and 
to only a part of the tax debt of the 
rest. Concretely, the Treasury pro- 
posed that the tax year of 1942 rather 
than 1941 be skipped, and then for 
only the lowest two brackets—that 
is 10 per cent.—and that the balance 
of the tax debt remaining should be 
paid over the next two or three years, 
this in addition to current income 
taxes that will be payable in those 
years. The Treasury concedes: that 
this would leave between 10 and 20 
per cent. of our taxpayers still owing 
the government for taxes on their 
last year’s income. This group of 10 
to 20 per cent. includes practically 
all of administrative, technical and 
professional men and women who 
need freedom from income-tax debt 
danger as much as anyone else. The 
Treasury's proposal to change the 
year from 1941 to 1942 would elim- 
inate from benefits of the plan the 
millions of men who have gone into 
the armed services and into the govern- 
ment this year. 

Quite apart from the question as 
to who is included or excluded, or 
for how much, I personally favor as 
a matter of principle the over-all ap- 
plication of the Pay As You Go plan 
for eliminating tax debt, giving all 
taxpayers equal treatment under the 
plan. 

These are my reasons: For those 
in the lower brackets, the plan will 
obviously have far-reaching benefi- 
cial results since unfortunate circum- 
stances of loss of income will not be 





tru 
of 

All 
tax 
wit 
mil 
det 
mit 
the 
abl 


wit 





doubly unfortunate because of last 
year’s debt. 

For those in the middle brackets, 
it will eliminate countless personal 
and family tragedies, free many able 
citizens for public service, and step 
up the efficiency of American industry 
by making possible the retirement 
and pensioning of executives who are 
holding on, largely to pay their in- 
come tax, and never catching up. 

For those in the upper brackets, it 
will make much less practical differ- 
ence than might appear. First, be- 
cause like anybody else, as long as 
they have their income, they continue 
to pay their taxes; and, second, when 
they die, what otherwise would have 
been paid by an individual as income 
tax on his previous year’s income is 
subject to estate taxes in his highest 
brackets. 

But apart from the practical con- 
siderations, the reason I favor over- 
all application of the principle is be- 
cause it gives equal treatment to all 
taxpayers under the plan. In adopt- 
ing Pay As You Go, by skipping 
1941, I believe we should treat all 
citizens alike. As we turn the tax 
clock ahead for some, we should 
turn it ahead for all, and get the 
whole nation out of income-tax debt 
by the beginning of 1943. 

Insofar as we want more equality 
of income and of wealth, we can 
have these through the progressive 
income tax and the progressive in- 
heritance tax, but we should not use 
this general income tax reform—Pay 
As You Go—unequally to accelerate 
indirectly the impact of progressive 
taxation. 


TAXATION BASED ON ABILITY TO 
Pay 


There is a deeper and perhaps a 
truer way of looking at the problem 
of equal treatment of all taxpayers. 
All agree, I suppose, on a policy of 
taxation based on ability to pay, 
with graduated rates as steep or as 
mild as Congress from time to time 
determines proper. We are not un- 
mindful of other social criteria for 
the imposition of taxes, but presum- 
ably these would all be consistent 
with ability to pay. 


The Controller, November, 1942 


Now ability to pay resides in two 
conditions. The first is property and 
savings now held, and the second is 
income presently to be received. Past 
income is realistically ability to pay 
only to the extent that it is still held 
by the recipient as current wealth. 

Our policy has been to tax pro- 
gressively. For the living, income is 
taxed directly and wealth is taxed 
indirectly through taxing the income 
arising from the wealth. When the 
taxpayer dies, the wealth is taxed 
directly through inheritance taxes, 
also progressively. 

If we now look at our traditional 
income tax practice fundamentally, 
we see that what we have really been 
doing is to estimate ability to pay in 
terms of last year’s income. As a 
matter of observable fact, last year’s 
income is over and gone as income; 
it is a criterion of ability to pay only 
insofar as last year’s income remains 
as a residue in current wealth, or as 
it portends income presently to be 
received. 


CHANGE IN CRITERION OF ABILITY 
To Pay 


The true significance of the Pay 
As You Go plan is that it denies the 
applicability of last year’s income as 
a criterion either of current wealth 
or of income presently to be re- 
ceived; and therefore rejects the use 
of last year’s income as a basis of 
taxation according to ability to pay. 
The plan involves only superficially 
the elimination of income-tax debt; 
basically it involves a change in the 
criterion of ability to pay. 

The criterion of ability to pay un- 
der the Pay As You Go plan is, for 
the living, the income presently to be 
received either from labor or income 
on savings, and for the dead the 
property in the estate, each subject 
to progressive taxation. 

Unless the Pay-As-You-Go plan is 
applied in a manner to put all tax- 
payers on a current basis by eliminat- 
ing past income for all as a test of 
ability to pay, we shall in fact be 
assessing a tax on savings for all who 
will have a carry over of income-tax 
debt remaining; and contrary to our 
principles, this tax on savings, being 
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based on last year’s income and not 
on current wealth, will not be related 
to ability to pay. The point is easily 
seen if we compare the situation of 
the person deriving an income of 
$40,000 from securities with that of 
the executive or engineer who earns 
$40,000 with hand and brain. Any 
income tax debt applicable to the 
former could be liquidated from cur- 
rent wealth, but for the latter the 
payments would have to come as an 
additional assessment above present 
income taxes on income presently to 
be received. 


TREASURY'S STATEMENTS 
UNIMPRESSIVE 


The Pay As You Go income tax 
plan can be justly and equitably ap- 
plied only under a policy of progres- 
sive taxation according to ability to 
pay, by applying it to all alike, by 
skipping an income-tax year for all 
taxpayers in all brackets and for all 
brackets. By starting the mew year 
with a new criterion of ability to pay, 
we simultaneously start it with all 
citizens income-tax-debt free. 

The statements in opposition to 
the plan which have been prepared 
by the technical staff of the Treasury 
and which have been presented by 
Randolph Paul are unimpressive and 
contribute little to the solution of 
the problem of income-tax debt. 

The first objection is administra- 
tive difficulty. But the Treasury po- 
sition on this point is so weak that 
it resorts to a statement such as the 
following: “In effect, the Ruml plan 
requires two returns and two sets of 
computations to determine one year’s 
tax.” Yes, in effect that is true, but 
in fact it is all done at the same time 
and on the same return. 

The second objection is the “wind- 
fall” problem, but the Treasury has 
ignored the three suggestions that I 
have made and confuses the ‘‘wind- 
fall” problem with the high bracket 
problem, where the question of equal 
treatment to all taxpayers is the real 
point at issue. 

The third objection is the fact that 
widely fluctuating incomes might be 
on an even more widely fluctuating 
tax basis than at present. But here 
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the Treasury persistently ignores the 
relief provisions that have been in 
the plan since the beginning and as- 
sumes that every taxpayer behaves in 
the most stupid way possible. 

The lack of force, and even of 
sincerity, in the objections which 
have been made to the plan has been 
apparent to press and public alike 
and has been the subject of nation- 
wide comment. Much criticism has 
been heaped on Congress for not 
adopting the plan at once, but in my 
opinion this criticism is unjust. We 
must remember that the plan was 
opposed by the Treasury, that a mod- 
ified plan was submitted by the 
Treasury, totally inadequate to be 
sure, but the effect was to put the 
Senate Finance Committee on notice, 
and naturally it wanted more study 
of the problem and the plan before 
it made a recommendation to Con- 
gress contrary to the wishes of the 
Treasury. 

Broadly speaking, what will the 
plan accomplish? 

The Pay-As-You-Go income tax 
plan is a three-way plan; as I have 
said, it applies only to individuals 
and not to corporations. First of all, 
it is a plan that will relieve thou- 
sands of citizens from hardship and 
distress arising from income-tax debt, 
and that will bring peace of mind to 
millions more who are in income- 
tax-debt danger. 


CLEARS DECKS FOR WAR 
FINANCING 


Second, it is a method for clearing 
the decks for an all-out war-financing 
program. If we can all be free of in- 
come-tax debt on the first of next 
year, we can start on a pay-as-you-go 
basis and stay there. If we need high 
withholding taxes we can have them; 
if we need to supplement voluntary 
savings with compulsory savings, we 
can do that too. But whatever is 
called for, it would be paid out of 
the current year’s income as an as- 
sessment on the same year’s income. 
We would not be paying for dead 
horses while we are fighting a war. 

In the third place, the Pay As You 
Go income: tax plan is the best kind 
of financial planning for the post- 
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war period. Our policies can then be 
forward looking, not backward look- 
ing. We will not be trying to collect 
income taxes from people who are 
unemployed; we will not be debating 
whether we should collect taxes on 
1941 incomes from men recently de- 
mobilized from the armed forces. 
We will not have a spending spree 
in the first little boomlet, financed 
on unpaid taxes, and then a tax debt 
headache if incomes should drop off 
for a year or so. 

I feel that the Pay-As-You-Go in- 
come tax plan in a form acceptable 
to Congress will certainly be adopted, 
because income-tax payers want to be 
free of income-tax debt and they 
know it can be done without hurt- 
ing the Treasury and without paying 
two years’ taxes in one. The taxpay- 
ers know that Pay As You Go solves 
the problem simply and fairly by 
skipping an income-tax year. They 
know the whole trouble was caused 
by a basis defect in our income-tax 
law, which has existed from the be- 
ginning: that of paying a tax on J/ast 
year’s income out of this year’s re- 
ceipts. The defect was not their fault, 
and they know it. They want it cor- 
rected this year and they want to be 
on a pay-as-you-go basis by the be- 
ginning of 1943. 

As a nation of individuals we will 
be better able to meet the present 
and to attack whatever the future 
has in store for us if we are paid up 
in our income tax, and, being out of 
income-tax debt, we can pay as we 
go out of what we earn. 

The appointment of Justice Byrnes 
as Director of the new Office of Eco- 
nomic Stabilization gives us reason to 
hope that tax matters will be consid- 


ered in relation to other war eco- 


nomic problems in deciding on the 
administration’s tax policy. This is 
good news for the Pay-As-You-Go 
income tax plan. Now the plan may 
take its proper place in the all-over 
war time economic program, and be 
considered from a broader point of 
view than it has hitherto received 
from the Treasury. 

Of course nothing is decided until 
the votes are counted. My optimism 
is based on the urgent need for a 
solution of the income-tax-debt prob- 


lem, on the continued absence of 
convincing criticism to the Pay As 
You Go plan proposed, and on the 
enthusiastic job that taxpayers are do- 
ing in making themselves heard. 


“THE DEVELOPMENT OF AMERICAN 
INDUSTRIES,” planned and edited by 
John G. Glover and William B. Cornell. 
New York, Prentice-Hall, Inc., 1941, 1005 
pages, $5.50. 

This edition, which is very similar to 
the 1932 edition, remains one of the best 
works available on industrial development, 
for the lay reader. In all, it contains 39 
chapters on 38 industries, together with an 
initial chapter on labor’s contribution to 
American industries and a concluding chap- 
ter on trade associations. 

One glaring fault of this volume is its 
nearly complete indifference to the effect of 
the national defense program on industry. 
Even at the date of publication, in Septem- 
ber, 1941, the metal, machine-tool, aircraft, 
power, chemical and shipbuilding indus- 
tries, covered in different chapters, were 
vitally affected by the war abroad and prep- 
arations at home. Much of the book is, in 
fact, obsolete, as for example, the pages 
dealing with shipbuilding. 

The authors of the various chapters are 
business executives and trade association 
executives, and in many cases they seem to 
be better executives than students or au- 
thors. 

More references would be helpful to the 
reader, although there is included a very 
complete index to material in the book. 
The references might enable many read- 
ers to check up on statements and “facts” 
which he feels are at least disputable. Sev- 
eral summaries of legislation, for instance, 
are misleading to the extent of confusing 
proposals with actual enactments. 


“READINGS IN THE SOCIAL CON- 
TROL OF INDUSTRY,” selected by a 
committee of the American Economic As- 
sociation. Published by Blakiston, Philadel- 
phia, 1942, 497 pages, $2.75. 





| PROPOSALS FOR INDIVIDUAL 
FIRM ACTION 








(Continued from page 519) 





to be unlikely. To guard against this 
danger it seems necessary to make rea- 
sonably sure that the goals can be 
reached by taking the action which has 
been proposed. 

Industry has accepted the exciting 
challenge to mold socially desirable 
economic results out of the stubborn 
and conflicting forces with which it 
must deal. With this goal and with this 
acceptance there can be no quarrel. 
The job to be done now is to devise 
and evaluate specific proposals for 
achieving the objectives. 
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Withholding Features in New 


My part on the program is to dis- 
cuss the ‘‘withholding at the source” 
features of the 1942 Tax Bill. Out of 
the Treasury Department proposals 
and discussions before the two Con- 
gressional Committees there were de- 
veloped two plans for withholding 
at the source a part of the taxes pay- 
able by individuals. 

The first plan was included in the 
House Bill and was to all practical 
intents and purposes an additional 
tax, superimposed over the income 
taxes, in that it provided for with- 
holding of a part of the tax normally 
payable in the following year, while 
the taxpayer was liquidating the tax 
payable in the current year on the 
prior year’s income. It is only when 
the withholding continues at the 
same rates for two years under the 
House provisions that it loses its ef- 
fect as an additional tax. 

The second plan was the one in- 
cluded in the Senate Bill which be- 
came a part of the Act as finally 
passed. In writing these provisions 
into the bill the Senate struck out the 
House provisions and substituted a 
so-called ‘Victory Tax’ on individ- 
uals. This also is in addition to the 
regular income tax payments. At the 
same time there was included in the 
bill a provision for withholding at 
the source 5 per cent. on all wages in 
excess of the payroll period equiva- 
lent of $624 a year. 

While the House Bill provided 
for a withholding at the source from 
dividends and coupon bond interest, 
the Senate Bill omitted this type of 
withholding and the Act as finally 
passed today supported the Senate 
Bill in this respect. 

Even though the 1942 tax bill fol- 
lowed the Senate revision, I believe 
that you, as controllers, will be in- 
terested in a review of the House 
bill provisions, as well as in a discus- 


Revenue Act 


By Harry C. Gretz 


sion of the final provisions. After all, 
we know that the present bill was 
rushed through its final stages after 
the Secretary of the Treasury an- 
nounced that as soon as the present 
bill was passed he would proceed 
with new recommendations to raise 
an additional six billion dollars. 


FEEBLE ATTEMPT AT COMPULSORY 
SAVINGS 


Also, there has been considerable 
discussion regarding compulsory sav- 
ings. A somewhat feeble attempt at 
compulsory savings is included in the 
Victory Tax provisions covering the 
postwar refund although the tax- 
payer is permitted to take this re- 
fund ‘currently to the extent that he 
pays insurance premiums, buys Gov- 
ernment bonds and reduces his debts. 

I venture the opinion that with the 
higher amounts of taxes, which must 
fall on individuals largely, and with 
the necessity for capturing potential 
buying power to avoid inflation, con- 
siderably heavier withholdings are a 
possibility and that there is an even 
chance or better that future withhold- 
ings may come closer to the House 


bill plan of recognizing marital 
status and dependency than a con- 
tinuance of the plan in the 1942 bill 
of a uniform withholding deduction. 


House BIL_’s WITHHOLDING 
PROVISIONS 


After very little testimony on this 
particular subject, the Ways and 
Means Committee introduced in H.R. 
7378 a provision for the withhold- 
ing at the source “upon all divi- 
dends, bond interest and wages of 
every person, to the extent that such 
dividends, interest and wages are in- 
cludible in gross income, a tax equiv- 
alent to 10 percentum of (1) such 
dividends and interest, and (2) the 
excess of each payment of such wages 
over the withholding deductions al- 
lowable under this supplement; ex- 
cept that for the calendar year 1943 
such tax would be 5 percentum.” 

The withholding deduction men- 
tioned in the foregoing was based on 
the individual’s personal exemption, 
credit for dependents, and an addi- 
tional 10 per cent. of these two items 
for other deductions, and was set 
forth in a table as follows: 





and Telegraph Company. 


to all controllers. 





PROBLEMS INVOLVED IN WITHHOLDING VICTORY TAX 


Some of the problems which controllers will face in figuring, 
| collecting, recording, and paying the Victory Tax on all wages or 
salaries above $624 a year, or $12 a week, are described here by 
Mr. Harry C. Gretz, assistant controller of American Telephone 


Mr. Gretz is an authority in this field. His procedures for 
withholding, recording, accounting for and paying to the Gov- 
ernment, deductions from payrolls for purchase of Government 
bonds, were highly praised by the Treasury Department and were 
recommended for adoption by business concerns generally. 
| In this paper, which was delivered before the New York City 
Control on October 21, Mr. Gretz presents much useful informa- 
tion concerning the Victory Tax procedures. They will be helpful 
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Single Person 


Married Person 





(not head of or head of Each 
Payroll Period family) family Dependent 
eee $ 11.00 $ 26.00 $ 8.50 
EE cise w ren dese es 22.00 52.00 17.00 
Semimonthly .......... 23.00 55.00 18.00 
ES reer 46.00 110.00 36.00 
NN = Sita ig at 90 138.00 330.00 108.00 
Semiannually .......... 276.00 660.00 216.00 
0 Se 552.00 1,320.00 432.00 


Here was a requirement that 
meant that for each employee for 
each payroll period it would be nec- 
essary to set down the individual's 
withholding deduction, subtract it 
from his gross pay, enter the net 
amount on the payroll, compute the 
amount of the tax to be withheld by 
applying the rate to the net amount, 
enter this amount on the payroll, and 
then combine it with other deduc- 
tions to obtain the net pay. 

The amounts so deducted were to 
be accumulated by the employer and 
paid over to the Government on a 
quarterly basis Receipts were re- 
quired to be given to the employee 
either currently or at the end of the 
year, and an annual information re- 
turn made to the Bureau of Internal 
Revenue. 


PREPARING PAYROLLS COMPLICATED 
TASK 


While the clerical operations, after 
the amount of deduction has been 
determined and entered on the pay- 
roll, are not substantially different 
from those under the Federal Old- 
Age Contributions Act, and in some 
respects are similar to the deductions 
for the purchase of War Bonds, it 
was obvious that the operations nec- 
essary to the determination of the 
amount to be withheld from each 
employee each pay period would 
slow down tremendously the work of 
preparing the payrolls. 

One way to offset the job of com- 
puting the amount to be withheld 
from each employee each pay period 
is to predetermine the amounts ap- 
plicable to each band of gross wages 
and show the results on tables. Un- 
der the House bill, different sets of 
tables would be required for each of 
four marital status groups, and for 


each of four common payroll pe- 
riods, viz., weekly, bi-weekly, semi- 
monthly and monthly. 

Such a table for a given marital 
status group and a given pay period 
would show in the first column the 
wage band, i.e., the minimum and 
maximum amounts required to reflect 
each one-cent change in the amount 
to be withheld. In this instance the 
maximum wage band is limited to 10 
cents. In the other columns on the 
table, we show the predetermined 
amount applicable to the particular 
marital status group with varying 
numbers of dependents. 

While the number of such tables 
will vary according to the range of 
wages paid by particular employers, 
the probable number for a large com- 
pany would probably run into the 
hundreds. Of course, the greater the 
number of tables, the more difficult 
it is for the payroll clerks to identify 
the wages of an employee, and ob- 
viously the only way to simplify this 
operation is to reduce the number of 
tables by increasing the wage bands 
and using the average withholding 
amounts for each wage band. 


SIMPLIFIED TABLES PREPARED 


We worked up a set of simplified 
tables, using $10 bands for weekly 
paid employees, $20 for biweekly, 
$25 for semimonthly, and $50 for 
monthly. In working out the aver- 
age amount of withholding, we ad- 
justed the result to the nearest 10- 
cent multiple. 

These tables were discussed with 
representatives of the Bureau of In- 
ternal Revenue, the Tax Research 
Division of the Treasury Depart- 
ment, and the Chief of Staff of the 
Joint Committee on Internal Rev- 
enue Taxation, and it was very grati- 


fying to find each of these groups 
extremely anxious to ease the burden 
on industry as much as possible and, 
at the suggestion of one of the 
groups, I appeared before the Senate 
Finance Committee. 

After I testified, the Chairman of 
this Committee appointed a Subcom- 
mittee to consider this proposal. The 
Treasury Department accepted the 
proposal in principle and presented 
to this Subcommittee a slightly modi- 
fied proposal, using $5 wage bands 
for weekly paid employees up to $30, 
and $10 bands for weekly wages in 
excess of $30, with appropriate ad- 
justments for other pay periods. 

The report of the Subcommittee 
was not made public and after 
further consideration, the Senate Fi- 
nance Committee substituted the so- 
called ‘‘Victory Tax” for the with- 
holding tax included in the House 
bill. 


FINAL WITHHOLDING-AT-THE-SOURCE 
PROVISIONS 


As controllers we need not go into 
the Victory Tax itself. The definition 
of “Victory Tax Net Income” is 
fairly complicated, since it is worded 
to include self-employers. Neither 
need we concern ourselves here with 
the postwar refunds or the credits 
for insurance premiums, for reduc- 
tion in indebtedness, for the increase 
in the amount of obligations of the 
United States owned by the taxpayer, 
all of which are subject to certain 
limitations. All of these will have an 
interest to each one of us individ- 
ually when we come around at the 
end of the year to settle with the 
Bureau of Internal Revenue. 

As controllers we are concerned 
primarily with the application of the 
withholding-at-the-source provisions. 
To quote from the bill, ‘“There shall 
be withheld, collected and paid upon 
all wages of every person, to the ex- 
tent that such wages are includible 
in gross income, a tax equal to 5 
percentum of the excess of each pay- 
ment of such wages over the with- 
holding deduction allowable under 
this part.” 

Under the caption, “Withholding 
Deduction,” we find the following: 
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“In computing the tax required to be 
withheld under subsection (a) there 
shall be allowed as a deduction 
against wages paid for each payroll 
period an amount determined in ac- 
cordance with the following schedule: 


Withholding 
Payroll Period Deduction 
2 re rere $ 12 
| eee 24 
Semimonthly ........ 26 
eer ree ee 52 
eee 156 
Semiannually ........ 312 
er 624 


FIGURING DEDUCTIONS FOR 
IRREGULAR PERIODS 


Special provision is made for ir- 
regular payrolls. Where the period is 
less than a week, the employee is al- 
lowed the weekly deduction against 
the total pay for the week. If it ex- 
ceeds a week but is for an irregular 
period, the deduction is the Annual 
Deduction divided by 365 and multi- 
plied by the number of days in such 
period, including Sundays and holi- 
days. And if the payment is made 
without regard to any period, the de- 
duction allowable against each such 
payment is the Annual Deduction di- 
vided by 365 and multiplied by the 
number of days which have elapsed 
since the date of the last payment, 
the date when the employment com- 
menced, or January 1st of the calen- 
dar year, whichever is the later. 

From the mechanics side, this with- 
holding is considerably less compli- 
cated than that called for in the 
House bill. There is a constant with- 
holding deduction applicable to all 
employees and without regard to 
marital status or number of depend- 
ents. 

At this point we might stop to 
consider whether it would be desir- 
able to predetermine the amount of 
the tax to be withheld instead of sub- 
tracting the deduction from the gross 
pay and ,multiplying the net by 5%. 
Another way would be to apply the 
rate to the gross amount of pay and 
deduct the amount of the tax on the 
withholding deduction. However, our 
problem in this respect has been sim- 
plified through a provision in the 


Act under the caption Wage Bracket 
Withholding. 

This provision gives the employer 
the option of computing the amount 
to be withheld each pay period for 
each employee, or in lieu thereof, 
providing the pay period is weekly, 
biweekly, semimonthly or monthly, 
of obtaining the amount to be with- 
held by reference to a set of tables 
included in the Act. 


TABLES To Alb COMPUTATIONS 


These tables are similar to the pro- 
posals to simplify the House bill pro- 
visions. For weekly paid employees 
the tax to be withheld is the average 
for the wage bracket which starts in 
$4 steps up to $40 per week, and $10 
steps from $40 up to $200 per week; 
adjusted to the nearest 10-cent mul- 
tiple. For biweekly paid ‘employees 
the first wage bracket covers a range 
of $6; the next few (up to $80) in 
steps of $10, and over $80 in $20 
steps. 

Just one more reference to the tax 
withholding provisions. Both the 
House bill and the Senate bill require 
quarterly remittances to the Govern- 
ment, with an annual information re- 
turn which is a copy of a receipt to 
be given the employee. The infor- 
mation returns are due with the last 
quarterly remittance and the quar- 
terly remittances are due not later 
than the last day of the month fol- 
lowing the end of the calendar quar- 
ter. 

While not directly related to my 
subject, I believe remittances more 
frequently than quarterly are desir- 
able. The money is withheld by em- 
ployers as agent for the Federal 
Government, and yet the agent is re- 
sponsible for the money until it is 
paid over. It would not mean much 
to the larger employers to issue 
monthly checks, and I believe it 
would be a godsend to the small em- 
ployers who do not keep up-to-date 
books and who run their businesses 
on acash basis. If I am not mistaken, 
many of them find it difficult to pay 
over the Social Security Tax under 
the 1 per cent. rate. It will be much 
more difficult with an additional 5 
per cent. tax withholding. 
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WITHHOLDING, COUPLED WITH THE 
Pay-As-You-Go PLAN 


I should now like to divorce my- 
self from the employer’s side, where 
I am concerned with the most eco- 
nomical methods of administering 
the withholding provisions, and 
adopt the role of an individual tax- 
payer. As an individual taxpayer I 
realize that if this war is to be 
brought to a successful conclusion 
and inflation prevented, it will be 
necessary for me to be taxed to the 
limit of my ability to pay which, of 
course, means far beyond the point 
where I can comfortably meet these 
payments. I know I shall also have 
to contribute to the war bond cam- 
paigns whether they are on a volun- 
tary or a compulsory basis. 

Under the present tax laws I know 
that I should accumulate during the 
year out of my income enough 
money to pay the taxes at rates which 
were not fixed until the middle of 
October, although they are retroac- 
tively applied to January 1. Paying 
taxes in arrears was not difficult dur- 
ing peace times when rates were com- 
paratively low, but they will become 
extremely more difficult as the pres- 
ent high rates take effect and as still 
higher ones come into the picture. 

Here is where Mr. Ruml’s Pay-As- 
You-Go Plan comes in. Under his 
plan, as I understand it, payments 
which I make during the current 
year will be applicable to this year’s 
tax. That means I will have to ac- 
cumulate during each quarter the 
amount of the current quarterly pay- 
ment. At no time need I accumulate 
for more than one quarter. Under 
the present tax laws I must accumu- 
late for five quarters to be up to date 
with the Government. 

Of course, accumulating for one 
quarter’s taxes will not be easy. Such 
accumulations, at the high rates now 
under consideration by Congress, 
will probably amount to as much, if 
not more than, a whole year’s ac- 
cumulations under peace-time rates. 


Let EMPLOYER ACCUMULATE 
EMPLOYEE’S TAX 


It would be much easier for me 
if my employer would take out of my 
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pay before I get my hands on it, the 
full amount of the tax and thus re- 
lieve me of the burden of making 
quarterly accumulations. I have dis- 
cussed this withholding feature 
briefly with Mr. Ruml and I believe 
I quote him correctly when I say he 
would be most agreeable to com- 
bining a withholding with the Pay- 
As-You-Go Plan if it can be done 
without running into administrative 
difficulty. Naturally, I accept this 
qualification because I would not 
want to jeopardize his plan by im- 
posing thereon an unworkable with- 
holding provision. As a matter of 
fact, the withholding provisions in 
the new bill are separately stated 
from the Victory Tax provisions, so 
it is not really necessary to combine 
the two and consider them jointly. 

Let us look at the other side of the 
picture. Mr. Randolph Paul, now 
general counsel in the Treasury De- 
partment, and who presented the 
Treasury's tax recommendation to 
Congress, favors collection at the 
source as a means to get up-to-date 
in the tax payments. In a recent ad- 
dress before the American Statistical 
Association, Mr. Paul admitted that 
the individual income tax in its pres- 
ent form: is inadequate, because as 
now collected the income tax is pay- 
able only in the year following the 
year in which the income is received 
and is therefore not quickly respon- 
sive to changes in the national in- 
come or to changes in the tax rates. 
He feels that this defect can in a 
large part be eliminated by the intro- 
duction of collection at the source. 

The withholding plan recommended 
by the Treasury was the one adopted 
by the House and for which Mr. 
Paul subsequently agreed to the sim- 
plification previously mentioned. Even 
with the simplification, as an individ- 
ual taxpayer I dislike that type of 
withholding on two grounds. First, it 
doubles up the tax payments and, sec- 
ond, it only withholds approximately 
one-fourth in the first year and one- 
half in the second year of the basic 
tax, i.e., the normal tax and the first 
surtax rate. These ratios become less as 
the income is subject to the higher sur- 
tax rates. 
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TREASURY'S CRITICISMS OF 
RUML PLAN 


In the same address Mr. Paul dis- 
cussed the Ruml Plan. There are 
some things about it that he does 
not like. One of them is the year-end 
adjustment growing out of using the 
tax on one year’s income as a tenta- 
tive tax for next year. He claims it 
will require two returns and will 
confuse the taxpayer. He also states 
that this Plan would grant a windfall 
gain to anyone having a high income 
in the year in which the income is 
“forgiven” and actually forgives 
every individual a year’s tax, which 
means that a wealthy man with an 
income of a half million dollars 
would be forgiven $350,000, whereas 
for the rank and file taxpayer the tax 
forgiven would vary from a few dol- 
lars to a few hundred dollars. These 
are Mr. Paul’s criticisms and I am 
sure that Mr. Ruml can take care of 
them. 

Mr. Paul agreed that the objective 
of putting the income tax on a cur- 
rent basis is an admirable one and 
deserves hearty support; also, that 
the sound way to accomplish this is 
to withhold at least the basic part of 
the tax from wages, salaries and div- 
idends at the time they are paid. 

I can summarize my views as an 
individual taxpayer rather than as a 
controller with respect to the Ruml 
Plan, and as to Mr. Paul’s ideas, by 
stating that I favor the Ruml Plan, 
especially if it can be supplemented 
by collection at the source. I favor 
Mr. Paul’s principle of collecting at 
the source but disagree on the dou- 
bling-up feature of the tax, and the 
fact that his Plan attempts only a 
partial collection at the source. 

In an attempt to bring Mr. Paul 
and Mr. Ruml together, and I do 
not think they are too far apart, I am 
going to offer some suggestions on 
which I should like to have your 
comments: 


1. Combine all taxes on gross and net 
income and thus simplify the re- 
turns. The use of normal and surtax 
rates should make this possible. 

2. Withhold at the source up to 80 per 
cent. or 90 per cent. of the fotal 
taxes, instead of a fraction of the 
basic taxes, i.e., the normal tax and 


the first bracket of surtax. (Take a 
leaf out of Canada’s book in this re- 
spect.) 

3. To avoid doubling up this withholding 
at the source with the payments for 
the prior year’s taxes, adopt a pay- 
as-you-go plan along the lines of the 
Rum! Plan. 

4. Apply the withholdings at the source 
to wages only. 

5. Require individuals who are self-em- 
ployers and individuals whose in- 
come, other than wages, amounts to 
either $500 quarterly, or to at least 
25 per cent. of their total taxable in- 
come, to file tentative quarterly re- 
turns and pay the amounts indicated 
by the returns. 

6. Do not attempt a withholding from 
dividends or interest. The quarterly 
returns and payments under the 
foregoing will take care of divi- 
dends paid to high income individ- 
uals, and those paid to individuals 
with small incomes do not justify 
the administrative difficulties of cur- 
rent collection. 

7. Predetermine the amount of withhold- 
ings on wages up to, say, $20,000 or 
$25,000 per year, and set the results 
forth in tables relating the tax to 
gross pay. Provide a formula rather 
than a table for taxpayers with sal- 
aries in excess of the previously 
mentioned maximum, or require such 
taxpayers to file tentative quarterly 
returns and pay the excess quarterly. 
After all, if there is any discrimina- 
tion in requiring some taxpayers to 
pay quicker than others, keep in 
mind that the small taxpayer has the 
advantage inasmuch as withholding 
is a real advantage extended to the 
taxpayer. 

As stated previously, I make these 
suggestions as an individual taxpayer 
rather than as a controller. It may 
well be that withholdings at the 
source up to 90 per cent. of the total 
taxes on wages will mean that mari- 
tal status and dependency must be 
recognized and thus the withholding 
will be more complex than under the 
1942 Tax Act. This raises a conflict 
between our status as controllers and 
as individual taxpayers, and this con- 
flict should be the basis for serious 
discussion among this group. Per- 
sonally, I believe the recommenda- 
tions are entirely workable and I am 
practically certain that they are nec- 
essary if the taxpayers are to pay 
these abnormally high taxes due to 
the war, and avoid serious difficulties 
when incomes are reduced. And they 

(Please turn to page 541) 
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Ideas as to Division of Duties Between 
Controller and Treasurer 








By The Committee on Technical Information and Research, R. S. HOLDEN, Chairman 








Mr. Holden’s term as chairman of 
the Committee on Technical Infor- 
mation and Research, of The Con- 
trollers Institute of America, came 
to a close in September, after three 
years of service. The questions to 
which the Committee makes reply 
in the report that follows had been 
circulated late in his term as chair- 
man and he compiled this report. 
His letter to the inquirer follows: 


In your letter of July 27 you asked 
for information regarding a problem 
which was stated as follows: 


“While we have long been conversant 
with the duties of a controller as defined 
by The Controllers Institute in June, 1933, 
certain questions of organization frequently 
arise which are not always answered by the 
list of duties. 

“We are concerned particularly with the 
differentiation of line authority over cer- 
tain departments under jurisdiction of the 
treasurer and controller respectively. It is 
common practice in most industrial organ- 
izations to show these departments on or- 
ganization charts substantially as follows: 


Treasurer's Department: Cashier's Division, 
Disbursement Division, Investment Divi- 
sion, Credit Division. 

Controller's Department: Auditing Divi- 
sion, Accounting Division, Tax Division, 
Insurance Division, Budget Division, Or- 
ganization and Cost Control Division. 


“While the duties of the controller, as 
defined by the Institute, definitely assign the 
installation and supervision of all account- 
ing records to the controller, various ac- 
tivities in the treasurer's department relat- 
ing to financial transactions frequently ne- 
cessitate the preparation and maintenance 
of records which may or may not constitute 
accounting records. For example, the bill- 
ing division prepares all invoices for both 
charge sales and cash sales representing 
matters of interest to the credit division and 
the cashier's division. Should billing ac- 
tivity as herein defined be a function of the 
treasurer's or the controller’s department? 

“Another example is the budget division. 
Obviously that portion of the budget di- 
vision’s functions relating to the company’s 
cash position is a matter of vital concern 
to the treasurer's department. On the other 


hand, budgetary control as applied to capi- 
tal expenditures and departmental operating 
costs ties in directly with the accounting 
records, and to avoid duplication of effort 
should be an accounting function under the 
jurisdiction of the controller. In view of 
the basic differences in the types of records 
maintained by the budget division, should 
this division be placed entirely under the 
supervision of the controller or under the 
treasurer ? 

“These questions open a field of or- 
ganization research which, to the best of 
our knowledge, has not been fully explored 
except as illustrated in a few reference 
books on organization and management. In 
most instances these books include copies 
of organization charts for representative 
lines of business, but they rarely go into 
any detail on the division of functional re- 
sponsibilities. 

“It occurs to us that this subject should 
form the basis for an interesting survey 
which might be conducted by the Commit- 
tee on Technical Information and Research. 
In view of the antipathy of the average ex- 
ecutive toward formal organization charts, 
we believe the treasurer's and controller's 
functions could be clearly illustrated by 
listing each functional division as set forth 
in paragraph 2 of this letter.” 


This letter was sent to one hundred 
and fifty members of The Institute, in- 
cluding the members of the Commit- 
tee on Technical Information and Re- 
search. One hundred of the recipients 
represented manufacturing and utility 
corporations, and fifty represented 


banks and investment businesses. A 
total of twenty-nine replies was re- 
ceived, twenty-seven from the manu- 
facturing and utility group and two 
from the bank and investment group. 
This is not a large number of replies 
and indicates that a majority of the 
members to whom requests were sent 
do not wish to express themselves re- 
garding the subject. 


CONSIDERABLE VARIANCE OF 
PRACTICE 


“The duties of a controller as de- 
fined by The Controllers Institute in 
June, 1933,” to which you refer, do 
not seem to be very closely followed by 
the companies whose representatives 
replied to your inquiry. From the ma- 
terial quoted from the letters which 
have been received on this subject it 
will be seen that there is a considerable 
variance of comments and practices. 

Generally speaking, the information 
given in the following quotations sup- 
ports the division of duties which you 
believe to be “common practice in most 
industrial organizations” : 

‘In our company both billing and budg- 
eting activities are handled by the control- 
ler’s department. It seems clear to me that 
there can be no question as to the proper 
place for a billing division. To me this is 
purely an accounting function, separate and 





organization charts. 





REVIEW OF CONTROLLERS’ VS. TREASURER’S DUTIES 


It is always an interesting subject, this question as to what | 
functions controllers and treasurers respectively, should perform. 
This interest is ascribable in large measure to the fact that im- 
portant changes are taking place. 

More and more of what were formerly treasurer’s duties are 
being handed over to controllers, as companies modernize their 


Many illuminating thoughts are set forth in this report. They 
all help to define and to accelerate trends. 


—THE EDITOR 
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distinct from the proper functions of the 
treasurer's department which are generally, 
as I see them, the responsibilities in con- 
nection with the collection, disbursement, 
and safeguarding of corporation funds. Fur- 
ther, it appears to me that a billing depart- 
ment supervised by the treasurer involves 
definite weaknesses from the standpoint of 
internal control. The billing department is 
responsible for the preparation and main- 
tenance of the necessary papers and records 
which are used as the basis for the collec- 
tion of corporation funds. It does not seem 
proper to me to have the same official, or 
department, responsible for both the main- 
tenance of those records, and for the actual 
collection of the funds. I can visualize 
that this situation could develop in a 
troublesome manner. 


* * * 


Two PHASES OF BUDGETARY CONTROL 


“The mechanics for proper budgetary 
control can be handled in several different 
ways. I think that budgetary control can be 
separated into two distinct phases. The first 
is the mechanical phase, which comprises 
the collection of data of the various de- 
partments, the maintenance of the necessary 
budgetary records, and the preparation and 
distribution of the required reports. The 
second phase might be called the adminis- 
trative phase. This would involve the ex- 
ercise of judgment as to forecasts, the estab- 
lishment of expenditure limitations, and the 
exercise of authority to enforce the restric- 
tions provided by the budget. Usually, I 
believe, these two phases of budgetary con- 
trol are best headed by one company official. 
The first, or mechanical phase, seems logi- 
cally a function of the controller's depart- 
ment. The second phase can be handled 
either by the controller or the treasurer, 
and possibly even by the president or vice- 
president. Much depends upon the au- 
thority and the capabilities of each of the 
officials involved in a particular corpora- 
tion. 

“There is something to be said for a seg- 
regation between the two phases of budget- 
ary control, placing the mechanical phase 
under the controller's department and the 
administrative phase under another official 
who has the authority to enforce budgetary 
decisions. It is my personal belief, how- 
ever, that the controller, by reason of his 
intimate and co-ordinated knowledge of all 
phases of the corporation’s affairs, is the of- 
ficial best qualified to handle not only the 
mechanical, but also the administrative 
phase of budgetary control. If the budget 
is to be used as an effective instrument of 
control, the responsibility for its adminis- 
tration is very great. The controller who 
has this responsibility must be possessed 
with an abundance of tact, insofar as his 
relationships with other department heads 
are concerned.” 


BILLING Is FUNCTION OF 
CONTROLLER 


“Billing activity should be a function of 
the controller's department. I believe that 
where the treasurer is charged with extend- 
ing credits and making collections, it 
should then be the duty of the controller's 
department to keep the detailed records of 
the transaction up to the point of turning 
the information over to the treasurer so he 
can get in the funds. Obviously, the con- 
troller’s and treasurer’s departments must 
work closely together in the recording of 
accounts receivable and their collection. 

“As to who should be responsible for the 
records of the budget division, I would 
say these should be the rsponsibility of the 
controller. The treasurer should have an 
important say in the preparation of the 
budget and should have the power to ask 
for a revision of it if necessary. But the 
man whose duty it should be to be the 
watch dog of the budget is the controller. 
The name controller would indicate that.” 


* * a 
WHEN TREASURER’S FUNCTIONS 
BEGIN 


“The inquirer’s outline of his practice 
and of the common division of the respon- 
sibilities of the treasurer’s department and 
the controller's department is in accord with 
ours, and, in our opinion, is the logical ap- 
proach to the subject. 

“There is little comment that I can add, 
except perhaps the following: 

“The billing and preparation of all in- 
voices should be under the controller’s ju- 
risdiction. Only after the accounts are 
passed over to the credit department should 
the treasurer’s control come into effect. 

“Another point might be the budget di- 
vision. I agree with the inquirer that where 
the company’s cash position is concerned 
the treasurer's department should function, 
but where the question is applied to operat- 
ing accounts and departmental expendi- 
tures, then the supervision should remain 
with the controller. 


“I am afraid I have not added much to 


the thinking on the subject, but I am so 

completely in accord with the method in use 

that there is really little that I can suggest.”’ 
* * * 


BILLING AND BUDGETING 
CONTROLLER'S FUNCTIONS 


“It is my opinion that the setups of the 
treasurer's department and controller's de- 
partment as given in the inquirer’s letter are 
proper. In my experience I have not as yet 
been connected with any corporation where 
the billing activity in preparing prices, 
costs, and distribution of all invoices has 
not been in the controller’s department. I 
believe that this function is quite definitely 
a part of the controller's organization. 

“It is my opinion that the budget di- 
vision must also be a part of the controller’s 
department in order to tie in all the af- 


filiated records. Naturally, the treasurer's 
department should prepare the cash budget 
and, in order to do this, it would be neces- 
sary for them to secure certain information 
from the controller’s department. This, 
however, is no different from any other di- 
vision of the company. 

“In the questions in the last paragraphs 
of your inquirer’s letter, and in order to 
clarify some of these controversial items, 
it would be necessary to subdivide the func- 
tions he lists, I think, particularly in con- 
nection with the auditing and accounting 
divisions of the controller’s department, as 
I can think of quite a number of items simi- 
lar to those that he has questioned of bill- 
ing and budgets. 

“At one time the treasurer's department 
had everything, but in more recent years 
with the increasing complexity of business 
operations, the trend has generally been 
to limit the treasurer's department to the 
handling of the company’s cash and invest- 
ments, including however, frequently the 
credit division which, of course, has to do 
with whether or not the cash will be re- 
ceived. Nearly all other functions have 
been turned over to the controller’s depart- 
ment and this has often been extended into 
the operating departments, where in many 
cases the controller has charge of all pro- 
ductions recording and stores recording di- 
visions.” 

* * * 
Too MUCH OVERLAPPING OF 


RESPONSIBILITIES 


“If the conditions and distinctions out- 
lined in your inquirer’s communication are 
that near perfect in his own organization, 
he has very little to worry about. The 
trouble with most organizations today, as I 
see it, is that there is altogether too much 
overlapping of responsibilities in the vari- 
ous executive offices. 

“I believe that there is a very marked 
difference between the duties of the control- 
ler and treasury departments as far as the 
billing and credits are concerned. It is my 
opinion that the actual billing division 
should be under the direct supervision of 
the controller's department. Then it should 
be the duty of the billing division to pre- 
pare invoice copies to be used by the treas- 
urer’s department in the collection work. By 
furnishing the treasurer’s department with 
copies of invoices which can be used to 
follow up for collection purposes, the re- 
sponsibilities are divided very definitely. 

“When the annual budget for a corpora- 
tion is prepared, by an organization with 
recognized responsibilities established, it is 
naturally the duty of the controller to pre- 
pare all such budgets with the exception of 
the one covering cash transactions. The 
ideal set-up to be followed in situations of 
this kind is for the controller’s department 
to prepare all budgets covering sales and 
operations; then the two departments 
should work ‘together in order that the 
treasurer's department can prepare a cash 
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budget which will fit into the general 
budget prepared by the controller's depart- 
ment. If this is done, it is a relatively sim- 
ple matter for the controller's department 
to furnish the necessary data each month to 
be used by the treasury department in mak- 
ing the comparisons with their budget. 

“The treasury department, in this case, 
would control only the actual cash budget, 
which I believe to be the responsibility of 
that department.” 

* * * 


NATURAL DEVELOPMENT 


“It so happens that our organization is 
set up identically as it is broken down on 
page 1 of your letter. In the development 
of our company along departmental lines 
in the last fifteen years we have not had 
any preconceived notions as to who should 
have authority over these individual func- 
tions, but it seems to have been the natural 
development. It works ideally, in our busi- 
ness, and we would not consider a change 
based on the experience which we have 
had.” 

* * * 
QuiTE APPROPRIATE DIVISION OF 


ACTIVITIES 


“The division of activities cited by your 
inquirer as being common practice of most 
industrial organizations seems to me to be 
quite appropriate and I can only comment 
to the effect that the inclusion of the insur- 
ance division in the controller’s department 
is not common practice in our organization. 

“With respect to your inquirer’s com- 
ments on billing, I believe that the billing 
activity should definitely be a part of the 
controller's department. 

“In connection with the budget divi- 
sion, and the notation that cash forecasts 
are of vital concern to the treasurer's office, 
I agree that that is true but I see no rea- 
son why co-ordination between the two de- 
partments in such manner as to provide no 
real conflict or overlapping cannot be had. 
I think it is inevitable that there will be 
some conflict between the two departments, 
yet my experience has been that it cannot be 
entirely eliminated and ways and means 
can be worked out to avoid any trouble by 
reason of the overlapping. Certainly we 
have found that to be true in our organiza- 
tion.” 

* * * 
CONTROLLER SHOULD HANDLE 


BILLING 


“In my opinion there can be no fixed 
tule in regard to the division of responsi- 
bility between the treasurer and the con- 
troller. However, it seems to me that the 
billing function should be a part of the 
comtroller’s organization; in fact, I do not 
believe I have ever seen an organization in 
which the billing function is part of the 
treasurer’s direct responsibility. 

“In regard to the budgeting function, I 
believe it is a matter for the company man- 


agement to handle, taking into consider- 
ation the overall organization setup and 
the characeristics of the individual officers 
in charge of each division.” 
* * * 
TREASURERS AUTHORITY 


DIMINISHING 


“The questions raised regarding certain 
functions of the controller and treasurer run 
into immediate difficulties arising from the 
fact that the two positions are of such a 
nature that they are likely to overlap. In 
a search through a number of books written 
from 1923 down to the present time I do 
not find any two in absolute agreement as 
to even what the duties of the treasurer 
should be, so much depending upon the cor- 
poration’s setup. As to the division of 
functional responsibilities, rather than at- 
tempt to show all the different plans I am 
familiar with, would it not be more con- 
structive to try to write what should be 
done? 

“To begin with, the division of line au- 
thority in the second paragraph is in ac- 
cordance with the modern trend in which 
the treasurer is not given the scope of au- 
thority which he had in former days. The 
opposite is true of the controller. In or- 
der to exercise his function of control he 
has had to assume many duties formerly 
performed by others, as well as numerous 
new ones which arise in the changes in 
business conduct brought about by govern- 
ment regulations and other causes. 

“Billing activity is definitely a function 
of the controller’s department. Merely 
because the invoice later is paid and 
thereby becomes cash does not make the 
billing division an activity belonging to 
the treasurer. The selling department 
makes a sale which is shipped and billed. 
Surely no one would say that the selling 
and shipping departments were the re- 
sponsibility of the treasurer. Why then 
the billing? The billing is an accounting 
problem and as such belongs to the con- 
troller. I understand most department 
stores place the credit department under 
the controller, but this is not usual prac- 
tice in other lines. 

“In the matter of the budget, the budget 
division should be entirely under the con- 
troller in his capacity as co-ordinator. 
The treasurer should prepare, with the ad- 
vice of the controller, that part of the 
budget material relating to the cash re- 
ceipts and disbursements, capital expendi- 
tures, and anything else having to do with 
the financial matters belonging to the 
treasurer's responsibility and then turn it 
over to the controller to tie it in with the 
other budgets. 

“I think that if the thought is present 
that the treasurer’s natural functions are 
along the line of being responsible for 
cash, securities, checks, drafts, bonds, in- 
vestments, real estate transactions, paying 
bills upon the approval of the controller’s 
department, collecting accounts due the 
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company, and the like, and the controller's 
department (in addition to all other 
duties of this department) to be a check 
upon the treasurer’s division by providing 
verification of all items and by the in- 
ternal auditing of all transactions, then 
the functions of the treasurer and the con- 
troller will complement each other. Un- 
der no condition should one be subordi- 
nate to the other.” 


* x * 


In the following quotations informa- 
tion is given and practices are de- 
scribed which either do not clearly sup- 
port the division of duties mentioned 
in your inquiry or are at variance with 
it. 


INTERNAL CHECKS SET UP By 
CONTROLLER 


“This question of the differentiation of 
the fields of responsibility of the treasurer 
and the controller is one on which there 
is considerable difference of opinion as 
to principle, and I believe, wide variety 
as to actual practice. The Institute has 
done a great deal of pioneer work in clari- 
fying the scope of the controller’s re- 
sponsibilities, and although there is still 
a great lack of uniformity in the defini- 
tion of these responsibilities in different 
companies, I believe that a study today 
would show that there is a general trend 
toward placing all accounting and budget- 
ary functions under the controller's super- 
vision. Where the handling and record- 
ing of cash is segregated from other ac- 
counting functions and placed under the 
treasurer rather than the controller, the 
purpose seems to be to establish better 
internal check, and this seems logical in 
theory. As a practical matter, however, it 
seems that this is carrying the idea of in- 
ternal check rather far up the line, and it 
may be questioned whether such a purely 
mechanical check is necessary or even ef- 
fective as a control over an executive 
with the responsibility and authority of 
the controller. Certainly many com- 
panies, including our own, operate with- 
out such a segregation of responsibilities, 
relying for control on an adequate system 
of internal check up under the controller, 
supplemented by periodic examinations by 
public accountants. 

“Where a division of responsibilities 
between the treasurer and the controller 
exists, it would appear that, in order to 
carry out the theory of independent con- 
trol of cash, the treasurer should have 
complete supervision over the form and 
operation of all records of cash receipts 
and disbursements, but that all other ac- 
counting records should be under the con- 
troller. It is true that there is a tie-in in 


(Please turn to page 534) 








The Controller, November, 1942 








Brief Items from Here and There of Int@st 








“How to Win on the Home Front” 
Discussed in Pamphlet 


The Public Affairs Committee has pub- 
lished a 32-page pamphlet entitled “How 
to Win on the Home Front,” which re- 
duces the complexities of rationing, price 
control, credit regulation, informative la- 
beling and other wartime devices to terms 
which can be understood by the unin- 
formed. Aimed directly at the American 
housewife, it emphasizes the value of or- 
ganized consumer action and constant 
consumer vigilance. The booklet turns 
the household budget into a battle plan 
for waging war against waste and non-es- 
sential spending. 

“How to Win on the Home Front’ is 
the 72nd of a series of popular, factual 
10-cent pamphlets published by the Com- 
mittee. Copies may be obtained from the 
Committee’s headquarters, 30 Rockefeller 
Plaza, New York. 


Two-Day Conference on ‘Production 


for Total War” 


“Production for Total War" was the 
theme of a two-day conference held No- 
vember 10 and 11 at the Hotel New 
Yorker, New York, under the auspices 
of the Production Division of the Amer- 
ican Management Association. Topics 
covered included: manpower control and 
production; wage stabilization; women 
in the factory; making suggestion system 
work; the negro worker; simplifying 
paper work of production control, and 
the future of the war production drive. 
The panel discussion on “The Negro 
Worker” was off the record, but the bal- 
ance of the proceedings will be printed. 
Firms not members of the Association 
may obtain them six months hence. 


A. M. A. Two-Day Conference in November 


The American Management Associa- 
tion conducted a Production Conference 
at the Hotel New Yorker on November 
10 and 11. It was planned to answer ques- 
tions on problems connected with short- 
ages of men, material, and equipment. It 
brought together men who are working 
out these problems and pooled the produc- 
tion experience of war industries. Many 
production executives attended. 


Two Symposiums on War Topics 
for Office Managers 
Two symposiums of interest to control- 


lers are reported in the October issue of 
the “Noma Forum,” official organ of the 








National Office Management Association. 
One deals with “Principles of Organiza- 
tion in War Programs Applicable to Of- 
fice Management,” and the other is en- 
titled “Control of Office Waste as a 
Contribution to the War Effort.” Waste 
of time through poorly coordinated ac- 
tivities, and waste of energy through mis- 
applied and misdirected effort, are scored 
in the second symposium, which warns 
against continual overtime work. 


Details of New Excise Taxes 
Described by Helvering 


Commissioner of Internal Revenue Guy 
T. Helvering called attention on October 
27 to the new Federal excise tax on the 
transportation of property, imposed under 
the recently enacted Revenue Act of 1942, 
and to the increases made by that Act in 
the existing rates of excise taxes on the 
transportation of persons and on tele- 
graph and telephone service. 

The Commissioner also pointed out a 
number of other changes made by the 
law which affect the present taxes on 
coin-operated amusement and gaming de- 
vices and on lubricating oil, rubber arti- 
cles, electric signs, optical equipment, and 
commercial washing machines. 

The new tax on the transportation of 
property becomes effective December 1, 
1942, and applies to the amounts paid for 
transporting property by rail, motor vehi- 
cle, water, or air from one point in the 
United States to another. The rate of tax 
is 3 per cent. of the amount paid, except 
that in the case of coal the rate is 4 cents 
per short ton. 

Effective November 1, 1942, the exist- 
ing rates of tax on amounts paid for the 
transportation of persons by rail, motor 
vehicle, water, or air and on berths and 
seats furnished in connection with such 
transportation, will be increased from 5 
to 10 per cent. of the amount paid. 

The increases in the rates of tax on 
telegraph and telephone service and the 
effective dates of such increases are as fol- 
lows: Effective November 1, 1942, the 
rate of tax on telegraph, cable, or radio 
dispatches or messages (except interna- 
tional dispatches or messages) has been 
increased from 10 to 15 per cent., and the 
rate of tax on telephone and radio tele- 
phone toll charges of 25 cents or more 
has been changed from the present rate of 
5 cents for each 50 cents of the charge to 
a straight 20 per cent. rate; effective No- 
vember 2, 1942, the rate of tax on local 
telephone service is increased from 6 per 








cent. to 10 per cent., and the rate on 
leased wire, teletypewriter, and talking 
circuit special service has been increased 
from 10 per cent. to 15 per cent. 

Effective November 1, 1942, the rate of 
the manufacturers’ excise tax on lubricat- 
ing oil is also increased from 41/ cents to 
6 cents per gallon. 

The manufacturers’ excise taxes appli- 
cable to rubber articles, electric signs, op- 
tical equipment, and commercial washing 
machines have been repealed as of No- 
vember 1, 1942. 

All the changes made in the various 
taxes, the Commissioner stated, will be 
made the subject of regulations soon to 
be issued. 


Study of Cigarette and Tobacco Tax 


An exhaustive study of cigarette and 
other tobacco taxes, covering those levied 
by 28 states, as well as by the Federal 
Government, is available in reprint form 
from Commerce Clearing House, Inc., 214 
N. Michigan Avenue, in whose magazine, 
“Taxes” the material originally appeared. 
Compiled by Roy G. Blakey and Gladys 
C. Blakey, this report contains extensive 
tables and charts depicting the rising reve- 
nues from such taxes, and giving such 
other data as tobacco excises by siates— 
including rates, yields and costs of col- 
lection—receipts from state license fees 
on tobacco dealers, municipal tobacco 
taxes, and the like. 

This study also reveals the disposition 
of proceeds of tobacco taxes in the vari- 
ous states, and describes the effect of the 
levies on the farmer, manufacturer, job- 
ber, retailer and consumer. 


August Payments for Unemployment 
Insurance Took Big Drop 


Unemployment insurance benefits have 
dropped to the lowest level this year in 
August, with payments totaling $26,900,- 
000, it is announced by Federal Security 
Agency Administrator Paul V. McNutt. 
This was 18 per cent. less than the amount 
paid in July. 

Mr. McNutt predicted that benefits 
would decline still further in the remain- 
ing months of 1942, and that payments 
for the year would not exceed $375 mil- 
lion. 

Unemployment insurance activities in- 
dicate, Mr. McNutt said, that the unem- 
ployed are being increasingly absorbed 
into industry and that new unemploy- 
ment is declining rapidly. The recent 
steady drop in benefit payments coupled 
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with the even sharper reduction in claims 
for benefits bear this out, he said. 

New claims for benefits indicating 
newly unemployed workers showed a par- 
ticularly marked decline in August. They 
were 38 per cent. less than July. Nevada 
and North Dakota had less than 100 
claims; there were less than 200 in Idaho, 
New Mexico, South Dakota, Wyoming, 
Alaska, and Hawaii. 

Most of the States participated in the 
general August drop in benefit claims and 
payments. Declines in payments of a 
fifth or more from July were reported by 
27 States including all of the North Cen- 
tral and most of the New England and 
Rocky Mountain States. 

For the second successive month, New 
York benefit payments (over $8 million) 
were higher than in any other State and 
were almost double the amount paid out 
in Illinois, the second highest on the list. 
These two States along with California, 
New Jersey, and Pennsylvania accounted 
for almost two-thirds of all payments. 

The effects of war dislocation were 
still evident in several of the highly in- 
dustrialized States, and some of the South- 
ern States where payments were substan- 
tially greater than in August 1941. Over 
the country as a whole, payments during 
the first 8 months of this year were about 
12 per cent. higher than in the same pe- 
riod of 1941. 


Women Helping To Relieve Shortage 
of Accountants 


Women are capable and anxious to do 
their part in relieving the shortage of 
trained accountants, according to an 
article by Gertrude Priester, C.P.A., in 
a recent issue of “The New York Certi- 
fied Public Accountant.” 

Old arguments used by men in the ac- 
counting profession, such as the fact that 
clients object, that women cannot be sent 
out of town or cannot stand the strain, all 
would be disproved by the author. In the 
end Miss Priester points out the contri- 
butions women can make and summarizes 
the activities and accomplishments of The 
American Woman’s Society of Certified 
Public Accountants. 


State Revenue Swells on Corporation 
Taxes 


Thanks largely to an increase in cor- 
poration net incomes, taxes in 1942 pro- 
duced nearly $5,000,000,000 of State rev- 
enues, or 10 per cent. more than the 1941 
figure, according to a census report made 
in late August. 


The most marked increase in tax rev- 
enues was the 67 per cent. from corpora- 
tion net incomes, evidence of a vigorously 
pressed war program. Individual income 
taxes increased only 14.5 per cent. 

Large decreases were manifest in some 
tax sources. Chain store tax collections 
were about 33 per cent. less in 1942, gen- 
eral property declined 14 per cent., sever- 
ance taxes 12 per cent., and death and 
gift taxes six per cent. 


Extension of Texas’ Social Security 

Approval by the Social Security Board 
of the Texas plans for aid to dependent 
children and aid to the blind has been 
announced by Federal Security Adminis- 
trator Paul V. McNutt. Texas, which 
already has an approved plan for old-age 
assistance, thus becomes the fortieth State 
in the Union, as well as Hawaii and the 
District of Columbia, to administer plans 
for all three types of public assistance 
established by the Social Security Act. 
These public assistance plans, which are 
jointly financed by the State and Federal 
Governments, make possible monthly cash 
payments to three groups of needy people 
—men and women over 65, blind persons, 
and dependent children who have been 
deprived of the care or support of either 
parent. 

The Texas plans for aid to dependent 
children and aid to the blind become ef- 


fective immediately upon approval by the 
Board. Preliminary estimates made by 
the State indicate that some 3,000 needy 
blind people and 20,000 needy dependent 
children will be placed on the assistance 
rolls by the end of December. Payments 
during these first months, according to 
State estimates, will average $8 a month 
for each dependent child and $20 a month 
for each blind recipient. The Texas plan 
for old-age assistance has been in opera- 
tion since April 21, 1936, and payments 
under it totaling $2,660,000 a month were 
being made in July of this year to some 
143,500 needy men and women over 65. 


Three New Alloys Developed 


The American Smelting and Refining 
Company announces that it has developed 
three new lead base alloys which the com- 
pany estimates may save up to 20,000 
tons of tin annually, or an amount to 
about 20 per cent. of the domestic con- 
sumption last year. The new alloys will 
replace tin to a major degree in solder, 
babbitt metal and coating alloy. 


Conference of Society for 
Advancement of Management 


The Society for the Advancement of 
Management is to conduct its Annual 
Conference on December 3, 4, 5 at the 
Hotel New Yorker, New York City. 
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COMMENDS INSTITUTE FOR SCOPE 
OF CONVENTION PROGRAM 


ARTHUR R. TUCKER, 
Managing Director: 
The convention at Chicago was the first 
I attended. You are to be complimented for 
the manner in which it was conducted and 
for the wide range of information which 
was disseminated. 
E. D. Morris 
Sweet's Steel Company, 
Williamsport, Pennsylvania 


PRAISES CHICAGO CONTROL 
FOR SUCCESSFUL MEETING 


ARTHUR R. TUCKER, 
Managing Director: 

A report was received from each member 
of the Cincinnati Control in attendance who 
was present at the Chicago Convention, 
and the opinion of these men was unanimous 
that the Chicago meeting was the finest Na- 


tional Convention attended by any of them. 
Each commended the Chicago Control as 
to the manner in which the meeting was 
arranged and carried out. 
RoBERT C. JOHNSON 
Union Central Life Insurance 
Company, Cincinnati 


POSTWAR REPORT LAYS BASIS 
FOR FURTHER STUDIES 


ARTHUR R. TUCKER, 
Managing Director: 

I have read very carefully the pamphlet 
published by our Institute on War-Time 
Planning To Meet Postwar Problems. The 
Committee and your office are to be con- 
gratulated on a first-class piece of work. 
It is informative and lays a sound basis 
for further and deeper studies of post-wat 
problems by the Committee. The Commit- 
tee is to be congratulated. 

D. J.. HENNESSY 
Long Island Lighting Company 
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“IDEAS AS TO DIVISION 
OF DUTIES” 


(Continued from page 531) | 











sequence between customers’ billings, tor 
example, and the recording of cash re- 
ceipts, but! these are mechanical opera- 
tions which can easily be completely sepa- 
rated, and placing the billing department 
under the treasurer would eliminate part 
of the theoretical protection secured by 
segregating the cash records and thus de- 
feat the purpose of the segregation. 

“In the inquiry the credit function is 
assumed to be under the jurisdiction of 
the treasurer. This is, I believe, quite a com- 
mon practice, and as the credit function 
is only incidentally a recording function 
there.is no reason to take exception to it 
in principle if it works satisfactorily in 
practice. It should be noted, however, 
that the combination of credit and cash 
recording functions under the treasurer 
again seems contrary to the theory of 
segregating the responsibility for cash 
records, and raises problems of internal 
check within the treasurer’s department. 

“The factors involved in determining 
the responsibility for the budget are of a 
somewhat broader nature. The treasurer, 
of course, has an interest in the cash 
budget, but under the division of duties 
specified in the inquiry, he has little other 
contact with or knowledge of the opera- 
tions of the business. The budget records 
are, it is true, entirely separate from the 
accounting records, but they follow the 
same basic form, and the estimated profit 
and loss statement and estimated balance 
sheet which are the summarized results of 
the budget are used in direct comparison 
with actual statements taken from the ac- 
counting records. If the management 
looks to the controller not only for the 
recording of transactions but also for an 
understanding and interpretation of the 
company’s operations, it would seem to 
be logical to place the budgetary function 
under his supervision.” 


* * * 


OFFICE MANAGER RESPONSIBLE 
TO CONTROLLER 


“Your inquirer’s classification of the 
various divisions is very close to that 
which exists in this company. We list one 
more function under the controller’s de- 
partment, that is, office management, 
which encompasses among other things 
billing, mail service, and messenger serv- 
ice. 

“With reference to the question as 
to whether billing department activity 
should be a function of the controller’s or 
the treasurer's department, we consider 
that billing renders services to not only 
the treasurer’s department but also to the 
accounting and the sales departments, in- 
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asmuch as copies of all invoices are pre- 
pared for each of these three departments 
so that they can maintain the records they 
require without reference to the records 
of other departments. Billing, therefore, 
is under the office manager who is re- 
sponsible to the controller. 

“In view of the service nature of the 
billing function, it seems to me that it 
makes little difference whether billing is 
in the treasurer’s department or in the 
controller’s department. The determining 
factor, as I see it, would be whether or 
not the personalities involved made it to 
a company’s advantage to place the office 
management function under the treasurer 
or under the controller. 

“It is not clear to me from the inquir- 
er’s classification whether or not the 
cashier's division includes the accounts re- 
ceivable records. In our case it does. Al- 
though this feature in our organization 
has been criticized by the public account- 
ants, from the point of view of internal 
check, we find that it is particularly efh- 
cient in connection with collections. 

“It seems to me that the inquirer’s let- 
ter fails to suggest what appears to me to 
be an important phase related to the prob- 
lem he poses, that is, are there a material 
number of companies in which the con- 
troller is responsible to the treasurer 
rather than to the president? Are there 
any instances where the controller is di- 
rectly responsible to the board of direc- 
tors? In our case the controller is re- 
sponsible to the president.” 


* * * 


CONTROLLER SHOULD HANDLE 
BILLING 


“The treasurer's and controller's de- 
partments are very closely related in their 
operations, and it is therefore difficult at 
times to decide on the allocation of some 
of their functions and responsibilities. 
This evidently is one of the reasons why 
some concerns assign the title of treasurer 
and controller to one individual and also 
why other concerns subordinate both of 
these positions to the financial vice-presi- 
dent. 

“The illustration given regarding the 
billing division is a very excellent one; 
however, to me it seems proper for the 
control department to be responsible for 
seeing that customers are properly 
charged for merchandise purchased and 
for placing all such charges on the books. 
This department would also be fully re- 
sponsible for the accounts receivable 
ledger, but this ledger must be made 
available to the treasurer’s department as 
it is definitely their responsibility to see 
that the accounts are collected. 

“The other illustration relative to the 
budget division is also an interesting one, 
but in my opinion the preparation and 
supervision of budgets definitely belong 


to the controller's department as it is one 
of the most important means which this 
department has for regulating the func- 
tions and transactions of their organiza- 
tion. I will admit that the finance depart- 
ment should have a financial budget and 
should be responsible for the preparation 
of such a budget. A good deal of the in- 
formation, however, must be obtained 
from the accounting records and there- 
fore the controller's department should 
either assist in the preparation, or at least 
be given an opportunity to review it and 
be satisfied that it is in proper order. 

“The control department is responsible 
for policing all activities in the organiza- 
tion and therefore would not lose control 
of any responsibilities or duties which, for 
convenience sake, might be assigned to 
other departments. This, however, should 
not encourage the idea of taking away any 
borderline or clearly outlined responsibil- 
ities from the control department. The 
direct functions of this department are 
quite thoroughly and clearly outlined in 
the Controller's Manual and if adhered to 
within a reasonable degree by any organ- 
ization, I feel quite sure their control de- 
partment would be able to function in an 
efficient and proper manner. 

“As mentioned before, I feel that some 
further work can be done on this subject, 
but I do recognize the fact that no matter 
how thorough the job is done certain op- 
erations of these two departments will 
have to be assigned according to conven- 
iences and conditions existing within the 
organization, but nothing should be done 
which will disturb the basic functions of 
either the controller or the treasurer.” 


* * * 


ALWAYS WILL BE DIFFERENCE 
OF OPINION 


“I would say that the billing activity of 
any concern rightfully belongs in the con- 
troller’s department and that the records 
of the budget division definitely belong 
in the treasurer’s division. 

“Personally, I would say, however, that 
there will always be a difference of opin- 
ion in corporate activities as to where the 
functions of the controller begin and end 
as against those of the treasurer. The lat- 
ter usually being a member of the board 
of directors seems to me to settle the issue 
as to where the line of authority is drawn. 
Until the controller is more widely recog- 
nized as being on an equal footing au- 
thoritatively as the treasurer, or both "9si- 
tions are consolidated, it is my opinion 
that no hard and fast rules and regulations 
governing functions can be laid down.” 


* * * 
CONTROLLER SHOULD AUDIT BILLING 


“It is my belief that the billing division 
of a manufacturing organization should 
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be under the supervision of the treasurer, 
and that the billing done should, of 
course, be subject to audit by the auditing 
division in the controller's department. 
This will effect the usual check and bal- 
ance which we all seek for our organiza- 
tions. 

“I have no fault to find with the vari- 
ous divisions as listed under the treasur- 
er’s department or the controller’s depart- 
ment. In fact, I think the functional 
duties as implied by these divisions prop- 
erly fall under the department of both 
the treasurer and controller. I would 
think, however, that in any organization 
you will find instances in which records 
and reports for the treasurer or the con- 
troller might be considered as properly 
representing a function of either the con- 
troller or treasurer's department. In 
other words, I think it is impossible to 
set up a form of organization and not 
have some overlapping in both the treas- 
urer’s department and the controller’s de- 
partment. I think, too, that you will find 
no organizations which would wholly 
conform to an organization chart such as 
you have shown as representing the or- 
ganization of the treasurer’s department 
and the controller’s department. 

“In every organization about which I 
know anything, the budgeting is a func- 
tion of the controller. However, I think 
that the treasurer is usually a member of 
the budget committee, and once the 
budget has been set, it indicates that the 
treasurer agrees to provide funds with 
which to make the expenditures which 
have been budgeted. Therefore, any re- 
port of capital expenditures and depart- 
mental operating costs should, it seems 
to me, be the basis of a report prepared 
by the controller and sent to the treasurer 
so as to enable him to provide funds as 
needed. 

“To sum up my views, I think the func- 
tions of the treasurer and controller, as 
listed, are proper, but I think that in any 
organization you will find instances where 
both treasurer and controller are each in- 
terested in a report prepared showing the 
results of operations of the functions in 
their respecttive departments. Duplication 
of this work by each would be foolish, 
and I do not believe that any plan could 
be worked out which stated categorically 
that one department should do this and 
one should do that, which would find 
wholehearted one hundred per cent. ac- 
ceptance.” 


TRANSPORTATION DEPARTMENT 
SHOULD PREPARE INVOICES 


“I am inclined to believe that the bill- 
ing division should either be a part of the 
transportation department or the control- 
ler’s department. In some cases the trans- 
portation department prepares all invoices 
simultaneously with the preparation of 
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transportation bills of lading. Where 
such a system is not in vogue, it would be 
my recommendation that it be under the 
supervision of the controller's department. 

“The budget division is either placed in 
the controller's department or the treas- 
ury department, depending upon the or- 
ganization, as I have found that in many 
companies it is placed in either of those 
departments. In our organization, it is 
under the supervision of the treasury de- 
partment in view of the fact that it ties in 
so well with the cash forecast or cash 
budget, which is projected for a period of 
twelve months and revised each month. 
We have found that the treasury depart- 
ment has just a little better control in 
view of our setup in connection with dis- 
bursements, although in your inquirer’s 
company it is possible that it might work 
better under the supervision of the con- 
troller. 

“I do not believe that any allocation of 
the budget division can be made definite, 
but must follow the organization and the 
policies thereof as a whole.” 


* * * 


BROADER INTERPRETATION 


“While we do not have any detailed 
listing of the duties of the controller’s or 
treasurer's departments, we have always 
interpreted the installation and super- 
vision of records as a function of the con- 
troller. This applies to all records, forms, 
and systems that have either a direct or 
indirect effect on the accounting of the 
company. This is probably a far broader 
interpretation than given to the problem 
by most corporations. 

“In our company the billing is under 
the secretary’s office, but there is a close 
tie-in with the controller's department, 
and the controller exercises considerable 
control over the systems and forms. 

“The budget division is definitely a di- 
vision of the controller’s department and 
there is close co-operation with the treas- 
urer and finance committee of the board 
of directors.” 


% * * 
TREASURER SOMETIMES OPERATING 
HEAD 


“It seems to me that no hard and fast 
rule can be worked out as to the fixing 
of responsibilities between the control- 
ler’s department and the treasurer’s de- 
partment. This depends upon the person- 
nel and management of the individual or- 
ganizations. In many cases, for honorary 
or other reasons, the title of treasurer is 
given to someone whose training and ex- 
perience have been in an entirely different 
field, and who does not have the highly 
specialized training and knowledge of the 
systems, budgets, taxes, and the like, re- 
quired of the modern controller. 

“For example, in our own company the 


treasurer is in his late sixties and con- 
cerns himself only with credit as he was 
originally the credit manager. The treas- 
urer’s functions have been split up be- 
tween the executive vice-president and 
myself. On the other hand, it is my under- 
standing that in the case of the New Eng- 
land textile organizations the individual 
holding the title of treasurer is really the 
operating head of the business. 

“It is my personal opinion that all of- 
fice records, systems, and personnel hav- 
ing to do with any details incidental to 
the general accounts should be under the 
direct control of the controller's division, 
bearing in mind that these records and sys- 
tems have to be so set up that they will 
give the treasurer’s department such in- 
formation as he requires, in the form he 
wants it, and at the time he wants it. 

“If, however, the treasurer desires to 
maintain financial records in his own of- 
fice, independent of the general records, 
and having no connection therewith, it 
should be his privilege to do so. 

“As regards budgets, it is common prac- 
tice, I believe, to place this division un- 
der the direct supervision of the control- 
ler’s office. Here again I should say that 
the controller should consult the treas- 
urer’s department as well as the sales de- 
partment and all operating departments, 
in the preparation of the budget, and 
adopt their budgets if they fit into the 
general plan and desired results. If they 
do not, every effort should be made to 
secure the approval of the department 
heads to any necessary adjustments. Dif- 
ferences of opinion should be submitted 
to the budget committee or management 
and ironed out before fixing the final budget. 

“It is very probable that the reason 
writers on this subject have not gone into 
specific detail is due to their recognition 
of the fact that there is such a wide differ- 
ence in organization setup, not alone be- 
tween industries, but between organiza- 
tions within the industry. 

“The office of controller is compara- 
tively new in the American business struc- 
ture, and it will undoubtedly take years 
before a clear cut division of responsibil- 
ities can be established.” 


* * * 


OFFICES OF PRESIDENT AND 
TREASURER COMBINED 


“For many years it was the established 
practice for the treasurer of a textile mill 
to be the chief executive officer and for 
the office of president to be, more or less, 
of a nominal one. However, in recent 
years there has been a tendency to follow 
the customary procedure in other lines of 
having the president as the chief executive 
officer of the company. In most instances 
this has been accomplished by combining 
the offices of president and treasurer. 
Thus, you will see that under the old 
method and also under the current method 
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the treasurer, by and large, is the chief 
executive officer and responsible for the 
general direction of the business. With 
such a setup, it seems natural that the con- 
troller’s department should take over most 
of the financial functions to relieve the 
president and treasurer of such matters 
so that he might concentrate on the 
broader aspects of the business. 

“We have followed such a practice ex- 
cluding, however, from the functions of 
the controller the authority to sign checks 
or promissory notes or directly to make 
investments or handle the quick assets of 
the company. Under this procedure the 
cashier’s division, the disbursement divi- 
sion, and the credit division (which you 
list as treasurer's department) are assigned 
to the controller’s department. This seems 
to work out well in practice as it brings 
under one head all record-keeping func- 
tions, including all of the purchases and 
sales, all receipts and disbursements and 
all inventories. Such a concentration of 
control, however, would be hazardous if 
the controller had authority to sign checks 
and promissory notes and to handle di- 
rectly investments and securities. 

“Budgets are submitted to the policy 
committee and thence to the chief exec- 
utive officer for approval. They are pre- 
pared by the controller or the department 
head responsible for the disbursement of 
the funds. At regular intervals the con- 
troller’s department issues reports show- 
ing the actual disbursement of the several 
departments compared with the budget al- 
lowances. A similar method is followed 
with regard to capital expenditures. Thus, 
you will see that, by and large, the chief 
executive officer of the company has con- 
trol over the functional operations of the 
business without being burdened with 
mechanical handling of records. In a 
similar way contracts for purchases of ma- 
terials and supplies are approved by an 
executive officer other than the controller; 
likewise contracts for disposal of assets.” 

* * * 


CONTROLLER’S A STAFF FUNCTION 


“A broad line of separation is drawn 
in that the treasurer is in charge of an 
operating department with responsibility 
for cashiers, disbursements, credit, and 
all accounting functions (including the 
general books as well as the accounts re- 
ceivable ledger). Annual statements and 
tax figures are prepared in the treasurer’s 
office. 

“The controller’s is a staff function of 
auditing (including the review of present 
and initiation of new methods and pro- 
cedures), plus budget and expense control 
(including all executive reports and intra- 
company statistics).” 

* * * 
THIS TREASURER Is A CONTROLLER 


“In spite of the desirability defining 
the realms of responsibility, it is my be- 
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lief that when treasurers and controllers 
confine their services to their organiza- 
tion according to any fixed division of re- 
sponsibility, they are failing to do them- 
selves justice and they are failing to be of 
the greatest service to their companies. 
To arrive at the point that I want to make 
let me consider the assignments suggested 
for the treasurer’s department. 

“First, a company is wholly on a cash 
basis and therefore there is no credit di- 
vision. 

“Second, the company has no invest- 
ments and therefore there is no invest- 
ment division. 

“Third, activities with respect to ma- 
terial payments and payroll take place in 
fifty local areas and due to a decentral- 
ized personnel these activities fall within 
the scope of the local account used. Under 
these circumstances what is the treasurer’s 
position? In the case of this company and 
notwithstanding the legal definition in- 
cluded in the by-laws, which, by the way, 
do not include the position of controller, 
the activities are divided somewhat as fol- 
lows: 

“First, it shall be the responsibility of 
the treasurer to see that the financial 
practices of the company result in correct 
earnings and balance sheet statements. 
The interpretation or forecasting of the 
financial position shall be his responsibil- 
ity. He shall also carry out any other as- 
signments specifically delegated to him. 

“Second, it shall be the responsibility of 
the controller to establish and carry out 
those accounting practices which (subject 
only to financial policy as interpreted by 
the treasurer) shall provide the manage- 
ment with such accounting and financial 
information as it may require. He shall 
be responsible for such other activities as 
may be assigned to him. 

“The distinctions made above make it 
necessary for the controller and treasurer 
to co-operate personally, and in most 
cases agree on practices before new meth- 
ods are established, i.e., coordinate effort. 
The difficulty in defining the sphere of ac- 
tivity of treasurer and controller is usu- 
ally due in a notable difference in type, or 
a lack of confidence. It seems to me that 
whenever the two individuals fail to work 
together, one should be made the direct 
superior of the other. 

“Before I close, let me add that I hope 
the discussion raised by your inquirer’s 
letter will have the effect of securing a 
change in the definition of controller to 
the extent of adding that he should also 
be a human being, as well as a master of 


mathematics.” 
* * * 


LEGAL AND TAX DEPARTMENTS, TOO 


“IT am quite sure that there are many 
other companies who have difficulty with 
the line of demarcation between the con- 
troller’s department and the treasurer’s de- 
partment. As a matter of fact, it might be 


well to make a general study of the usual 
general lines of organization of business. 
I believe some large companies have in ad- 
dition to the controller's and treasurer’s de- 
partments such departments as a legal de- 
partment and tax department. In some 
cases the tax department is really a legal de- 
partment and in other cases it is a tax ac- 
counting department. In certain cases the 
legal department is raised to the dignity of 
a separate department and is known as 
house counsel; and in other cases the legal 
department is under the secretary or the 
treasurer or some other administrative of- 
ficer.”” 
* * * 
FoLLOwWs THROUGH ALL 


DEPARTMENTS 


“I am listing below the principal func- 
tions of the treasurer and the controller: 


Treasurer: Receipts (Cashier's), Disburse- 
ments, Bookkeeping, Investments. 

Controller: Billing, Auditing, Cost Ac- 
counting, Taxes, Budgets, Accounting 
Systems. 


“You will note that one function listed 
for the controller is accounting systems. 
This item of control extends to all account- 
ing records and bookkeeping even though 
they may be carried in our departments. All 
changes in methods and systems must have 
the approval of the controller. The billing 
is done in the controller's organization and 
this acts as a check and balance against the 
cashier's work in the treasurer's depart- 
ment. Likewise, the cashier's work being 
handled in the treasurer’s department acts 
as a check and balance on the billing. The 
auditing work and cost accounting in the 
controller’s organization act as a check and 
balance on the disbursement and bookkeep- 
ing in the treasurer’s department, which in 
turn act as a control on the controller’s 
functions. 

“Through the controller and a budget 
committee, the budgets are made up by the 
assistance of the various departments. After 
the budgets are made, the controller and 
budget committee exercise control through 
the management in the operations of the 


business.” 
x x * 


SOME CONTROLLERS OPERATE 
TREASURER’S DEPARTMENT 


“Duties of the treasurer are custodian of 
cash and to see that all receipts and dis- 
bursements are properly accounted for; also 
that all disbursements are in order and the 
checks issued are supported by properly 
approved vouchers, invoices, and the like. 
The treasurer's duties might also include 
the investment of surplus funds, and secur- 
ing lines of credit for the purpose of ob- 
taining temporary bank loans, although 
these might come under the direct super- 
vision of the board of directors, or a com- 
mittee appointed by the board, which 
should include the controller and treasurer. 
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“The organization and duties of these 
two departments cannot be too rigid, and 
might be subject to change, depending on 
the size of the company’s operation, its per- 
sonnel, and the like. I know of some cases 
where the controller and his assistants prac- 
tically operate the treasurer’s department. 
They secure all invoices for approval, make 
up the checks and vouchers, also attend to 
the preparation of periodical cash budgets, 
and their recommendations are usually ac- 
cepted as to making bank loans and invest- 
ing surplus funds. The treasurer's depart- 
ment’s main duties in the foregoing instance 
would be simply to sign checks, after see- 
ing that such checks are supported by ap- 
proved vouchers, and the like. Other in- 
stances are known to me where the treas- 
urer’s and controller’s duties are practically 
in one department. 

“Billing activity which includes account- 
ing for cash sales is, in my opinion, strictly 
a function of the controller’s department. 

“The credit division should be under the 
supervision of the credit manager. The 
company’s policy as to credit terms is usu- 
ally set by the board of directors or a com- 
mittee appointed by it. The credit manager 
should have the necessary authority to give 
credit under the terms set by the company. 
The records in the credit department, which 
should mainly consist of customers’ ac- 
counts, should, of course, be strictly under 
the supervision of the accounting depart- 
ment, together with the posting of such 
records. 

“The budget division should also come 
under the controller’s department as this de- 
partment has the necessary trained account- 
ing personnel for such work and should be 
given the necessary information from all de- 
partments. 

“While, as previously stated, the dif- 
ference of functions between the control- 
ler’s and treasurer’s departments may vary 
according to the organization, in my opin- 
ion, a general outline should be as follows: 


Treasurer's Department: Collection and 
Disbursements, Investments, Bank Credit. 


Accounting and 
accounting, 


Controller's Department: 
Auditing, including cost 
Taxes, Insurance, Budgets. 


“The last division mentioned in your let- 
ter, viz: Organization and Cost Control Di- 
vision is, in my opinion, rather too broad. 
The organization should be limited to the 
foregoing activities and to any accounting 
work in the plant such as cost and payroll 
departments. 

“It should be understood that all records 
kept by the treasurer should be open for 
inspection by the accounting department 
whenever required.” 

* * * 

RELATIONS Must BE BASED ON 

PRACTICAL CONSIDERATION 


“In my opinion the inter-relationships be- 
tween treasurers and controllers depart- 


ments are so close that they must be based 
largely upon practical considerations such 
as the mechanics of handling various lines 
of work, rather than upon fixed principles. 
For example, with the growth in use of 
tabulating and other mechanical office ap- 
pliances, it is highly desirable that the 
mechanical work in connection with dis- 
bursements and also, to a large extent, in 
connection with accounting for receipts, be 
concentrated in one organization. The ac- 
counting department usually has a greater 
field for use of machines and can conse- 
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quently handle the preparation of employ- 
ment compensation paychecks and other 
disbursement documents, normally prepared 
in the treasury department, more economi- 
cally than can the treasurer. All that is 
necessary is to work out between the treas- 
urer and controller the necessary checks 
and audits for the protection of company 
funds in the most economical fashion. 

“I am not, therefore, in favor of attempt- 
ing any refinement in the classification of 
functional activities of these two closely 
inter-related departments. While the inde- 
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pendence of the two general departments is 
highly desirable, we find under practical 
managerial arrangements that they are often 
so closely related that the necessary pro- 
tection in the handling of the company’s 
funds seems to be neglected. A close in- 
vestigation generally develops that this ap- 
parent weakness is adequately protected by 
practical measures adapted to the special 
conditions of the specific organization.” 
* * * 
CONTROLLER SHOULD CONSULT 
TREASURER IN PREPARING BUDGET 


“In practice in this company, the posi- 
tion of controller is inherent in the title of 
treasurer. That is probably partly because 
in our case there is not enough involved in 
investments and credits to warrant a sepa- 
rate officer, and to create such an office for 
the handling of the cashier's and disburse. 
ments divisions would, in my mind, reduce 
the office of treasurer to a minor account- 
ing function. 

“Of course, I am speaking only from my 
experience in this company. It is entirely 
possible that the situation in other com- 
panies would warrant the separation of 
those duties which are listed in your in- 
quirer’s letter as treasurer's duties from 
those of the controller. 

“To give my opinion on the two ques- 
tions raised, I might say that if the treas- 
urer maintained control over the billing 
through O.K.’ing of orders by the credit 
division before billing is made, the billing 
could very well remain under the control of 
the controller's department. The treasurer 
should, of course, be consulted as to the 
forms of the invoices used and the billing 
terms. 

“If there is to be a division between the 
treasurer's responsibilities and the control- 
ler’s responsibilities, I believe the prepara- 
tion of a budget and the current reporting 
on results compared with budget should be 
the function of the controller. In the prep- 
aration of the budget, however, the treas- 
urer should be consulted as should the 
heads of other departments, so that the 
cash resources of the company would re- 
ceive proper consideration.” 


* % * 


OFFICERS COMBINED 


“Frankly, I am hardly qualified to speak 
for the reason that in our particular or- 
ganization the offices of treasurer and con- 
troller are combined, but it seems to me 
that more difficulties are likely to be en- 
countered in trying to adhere to strict lines 
of control and meticulous differences of au- 
thority than would be occasioned by having 
a charitable attitude toward other execu- 
tives in the organization who should be 
credited with having as much sincerity and 
honesty of purpose in their endeavors to 
further the interests of the company. 

“Would it not be better to sit down and 
have a frank and friendly talk with the one 
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concerned and come to a mutual under- 
standing about any minor differences that 
may arise? 

‘Now about the two questions. It is my 
opinion that the controller should install 
the necessary records in the treasurer’s of- 
fice, but the treasurer should be responsi- 
ble for the supervision of their operation, 
as well as the billing. If his department 
handles the credits, then he ought to be in 
position to watch the charges. 

“The controller should have charge of 
the budget. For this purpose the treasurer 
should give him whatever reports he needs, 
both for compiling the budget and check- 


i Its.” 
ing results " ‘ , 


SHOULD DISTRIBUTE LOAD 


“When the treasurer's division is set up 
separately from the controller’s division, the 
treasurer's division is a money production 
and a disbursing division just as the factory 
is a goods production and shipping divi- 
sion. The relation of the treasurer’s de- 
partment to the controller’s department is 
then not essentially different from that of 
the factory. Each has an interest in the 
budget because the budget applies to the 
whole organization. The interest of the 
treasurer's division in the billing depart: 
ment is certainly not greater than that of 
the factory in the cost department. 

“The same principles, therefore, should 
be applied in drawing the line between the 
treasurer's and controller’s divisions as are 
applied in drawing the line between the 
manufacturing and controller's division, 
i.ec., which can manage a given unit most 
efficiently from the point of view of the 
business as a whole and its needs at the 
particular time. Often the decision will 
rest upon the type of supervision needed 
for the respective unit and the type which 
the respective executive is capable of giv- 
ing. If there is greater difficulty in drawing 
the line between the treasurer and control- 
ler than between the factory manager and 
controller, the reason is that there is likely 
to be less difference in training and tech- 
nical ability in one case than in the other. 

‘For that reason, many companies do not 
attempt to make the distinction between 
treasurer and controller unless the volume 
of work is such as to require it. In that 
case the assignment of work may be made 
so as to distribute the load in accordance 
with ability, age, and the like, rather than 
in accordance with any organizational ideal. 

“In my particular company, there is no 
such division between the treasurer’s and 
controller’s divisions. 

* * * 
As BoTH TREASURER AND 
CONTROLLER 


“Regarding the duties of the treasurer 
and the controller, it is rather difficult for 
me to differentiate between the two posi- 
tions as I am at present acting in the ca- 
pacity of both treasurer and controller of 
our company. 


“However, if the line could be drawn, 
I would suggest that the controller have 
supervision of all accounting records shown 
in the tabulation ‘Controller's Department.’ 
In addition he should also supervise the 
cashier’s and disbursement divisions—the 
cashier's division up to the point where the 
cashier deposits the funds, and the disburse- 
ment division up to the point where the 
check is drawn. (In other words, it is the 
duty of the controller to approve all pay- 
ments, but he need not concern himself 
with the actual drawing of the check.) 

“The investment and credit divisions, 
along with the disbursements, would _nat- 
urally fall into the class of duties usually 
performed by the treasurer. 

“While I have not gone into any great 
detail, I believe that generally speaking the 
treasurer's duties should consist of the su- 
pervision of all funds belonging to the 
company, whereas the controller’s division 
should concern itself with all other com- 
pany records not pertinent to the control of 
funds.” 

WHICH DEPARTMENT CAN Do 

BEST JOB? 

“It is extremely difficult to make a dis- 
tinct separation between some of the duties 
of what may be termed strictly treasurer’s 
functions and functions ordinarily operating 
under the controller's department. Here in 
this company we are not fortunate enough 
to have the treasurer’s department entirely 
separate from the controller’s department 
as the treasurer is in charge of the control- 
ler’s department as well as strictly financial 
matters. 

“Tt seems to me, however, that some of 
these questionable items should be evalu- 
ated on the idea of which department can 
do the job best. For example, on the sub- 
ject of billing of customers’ orders, this 
should be done by the controller’s depart- 
ment because ordinarily the controller is in 
a better position to supervise mechanical 
procedure of this kind than the treasurer. 
When the invoices reach the final destina- 
tion of customers’ records, these records 
should belong to the credit department 
which operates under the treasurer. Sum- 
ming this whole thing up, I believe the 
question can be answered by who can do 
the supervising the best without regard to 
who gets *the records finally. This is the 
old ‘means to an end’ idea—in this case, 
the controller would supervise the means 
and the treasurer would supervise the end. 

Usually the controller is in a better posi- 
tion to perform some of the service func- 
tions than anyone else in the organization 
and the job should therefore be assigned to 
him.” 

While we regret that the majority 
of The Institute members did not reply 
to your inquiry, we trust that the pre- 
ceding information will be of value to 
you. 
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should bring in a lot of tax money 
that probably is not collected because 
of the failure of many taxpayers to 
file returns, which is no doubt due 
to the complexities of the returns or 
ignorance rather than to dishonesty. 

I believe these suggestions are en- 
tirely workable and I feel that Mr. 
Ruml, as well as myself, would like 
to have your ideas as to their work- 
ability. 


“FINANCING THE WAR: A Sympo- 
sium,” published by The Tax Institute, Uni- 
versity of Pennsylvania, Philadelphia, 1942. 
366 pages. $2.50. 

In eighteen comprehensive chapters, the 
Tax Institute presents in this volume a 
symposium which is really a sort of dia- 
gram for the nation to follow if it would 
avoid inflation. 

The broad outlines of problems involved 
in war finance are presented by Robert 
Warren of Princeton University, and 
Homer Jones of the FDIC. A critique of 
the excess profits tax is advanced by F. E. 
Seidman. 

Seven contributors discuss the vital re- 
lationship between inflation avoidance and 
war financing, and possibilities of adjust- 
ments to ease the impact of war taxes are 
treated by a number of authorities on the 
subject. 

Americans being necessarily ania 
with the experiences of other, friendly na- 
tions facing the same problems of war and 
finance, British and Canadian systems of 
war financing are outlined by Brinley 
Thomas, of the British Embassy, and Wil- 
liam H. Wynne, formerly of the Canadian 
Royal Council on Dominion-Provincial Re- 
lations. 

In the latter half of the volume, which 
deals with tariffs and international rela- 
tions, Benjamin B. Wallace of the United 
States Tariff Commission, and Grayson 
Kirk of Columbia University, offer some 
interesting viewpoints on post-war policy. 

Economists might well put this volume 
on their reading list, as might thinking 
business men, as the calibre of authors and 
the thoroughness with which they have at- 
tacked their respective problems makes it a 
valuable contribution to literature on war 
finance. 


“THE ECONOMIC ALMANAC FOR 
1942-’43,”" published by the National In- 
dustrial Conference Board, New York, 1942, 
187 pages, $5.00. This is the third edition 
of an annual publication designed to meet 
the need for a compact, convenient hand- 
book of the latest statistical and other data 
useful to business executives, labor leaders, 
educators, students, journalists and others 
concerned with current economic problems. 
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Rieein that may help 
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you now own 


Extend use of machines to other jobs — 


by determining whether your machines can handle 
more work or new jobs . . . posting more records in 
combination .. . obtaining statistics or figures for 
reports as by-products of your regular posting routines. 


Eliminate bottlenecks that slow up work— 


by relocating machines or rearranging the flow of work 
to the machines... changing routines or methods to 
avoid rehandling of figures or records . . . eliminating 
unnecessary checking and proving. 


Make better use of your equipment — 
by relieving operators of non-posting duties .. . using 
relief operators . . . making sure that operators know 
short-cuts and how to make the best use of time-saving 
machine features. 


Avoid mechanical interruptions — 


by keeping machines in the best possible operating 
condition through regular inspections, cleaning, lubri- 
cation and accurate adjustments by Burroughs 
mechanical service men. 


+ + 7 


The Burroughs systems and installations staff, with its technical 
knowledge of machines, applications and procedures, can help you 
meet your changing accounting requirements. Burroughs factory- 
trained, factory-controlled service organization is ready to render 
efficient mechanical service to all users. Just call the local Burroughs 
office, or, if more convenient, write direct to— 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 
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Current Technical Research An 
Important Economic Factor 


The subject for this evening is “Cur- 
rent Technical Research.” Before start- 
ing a two or three hour lecture on the 
subject, it might be a good idea to 
determine or define just what the sub- 
ject is about. Having defined the sub- 
ject exactly, the length of the discourse 
can probably be cut down to a half 
hour or so. 

This state of affairs is not so much 
different from that which faces a sci- 
entist when he tackles a research prob- 
lem. If he knows definitely what the 
problem is, he often has it half solved. 
I often liken a research problem to 
hunting a needle in a haystack—it’s a 
tough job at the best but it is a lot 
harder if you don’t know which of sev- 
eral haystacks to look in. 

So the subject is “Current Technical 
Research.”” The current part is easy 
enough—we just shall not include 
much ancient history. The technical 
part is a little more difficult. Let us say 
we confine ourselves to the kind of 
research most industrial companies are 
interested in, the kind of research that 
has a definite purpose in mind—the 
purpose usually prefixed by a dollar 
sign, preferably a black one. So we 
may divide our research into pure re- 
search, which is carried out to increase 
our fund of knowledge, financed usu- 
ally by universities, foundations, and 
some of the larger industrial labora- 
tories; and the kind of research done 
by most industrial concerns. 


LOOKING FOR SUBSTITUTES IN A 
SCIENTIFIC MANNER 


Now we are down to the term re- 
search itself. What is it? We might 
say it is just a method of looking for 
something in a scientific manner; and 
what are we looking for? Why a sub- 
stitute? This may sound as though the 
immediate aspects of’ many research 
endeavors is being emphasized unduly, 
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but if we look more closely we shall 
find that this is not the case. Have we 
not always been looking for a substi- 
tute, a way of doing something better, 
a product that does a better job than 
the old one? We might emphasize the 
current situation as far as research is 
concerned by saying that research de- 
partments are now spending a lot of 
time looking for substitutes for sub- 
stitutes. 

Let us digress a little and consider 
briefly the mechanism for carrying on 
research work. We will suppose we 
are a company which has had no re- 
search department and we look around 
and find that most other concerns have 
one. The National Association of Man- 
ufacturers may say 4 out of 5 have it, 
so we decide it is a good thing. We hire 
a man or group of men. We pick out 
men who have had technical training 
in the particular field of industrial 
endeavor in which our company does 
business; in other words men who 
should be able to go through the 
proper motions of doing research. We 
appropriate some money, and we either 
build a very fancy building, complete 
with air conditioning and the proper 
proportion of secretaries and librarians, 
or we say Jet us put them in that old 
shed back by the boiler plant. Nobody 
wants that anyway; and then we say, 
“Go ahead, research!” 


And now what happens? A lot de- 
pends upon whether by some stroke 
of genius or luck, or by the grace of 
God we have hired a group of research 
men or just a group who know how to 
go through the motions, and second, 
how their efforts are directed and con- 
trolled. 


RESEARCH MEN ASK QUESTIONS 


Suppose we have hired a group of 
real research men. They act terribly 
dumb. They go around to the manu- 
facturing department and ask, ‘“Why 
are you Carrying out this operation this 
way ?” or “Why do you put this expen- 
sive ingredient in this formula?” Every- 
body else says, “Why, it has always 
been done that way. Why ask such a 
foolish question!” Well, the research 
man, still not knowing why it is done 
that way proceeds to find out, and dis- 
covers a much cheaper way or substi- 
tutes a cheap ingredient for the expen- 
sive one—and to everyone’s surprise, 
the product is better! The manufac- 
turing department modifies its methods 
and points with pride to its decreased 
costs. 

The end of the year rolls around and 
the management appropriates another 
sum for research. It looks like a lot 
of money but they have not much 
time to think about it because they are 
too busy trying to hire enough sales- 





prospects of a company. 





BANKER MUST LOOK AT RESEARCH DEPARTMENT 


Dr. Myers presents here an interesting picture of current tech- 
nical research as it is being practiced today by leading business 
concerns. How well this phase of a business is being handled 
may well interest those who are concerned with the long term 


The address was delivered at a meeting of the Cincinnati 
Control on October 13. Dr. Myers is Director of Basic Research, 
of Emery Industries, Inc., of Cincinnati. 
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men to keep up with the sales of their 
improved product. 


RESEARCH SHOULD BE CONTINUOUS 


The next year the research depart- 
ment is not so lucky—no rabbits in the 
hat. The same for the third year, the 
fourth year they hit again, the fifth 
year they miss; business is bad; the 
appropriation comes up, the question 
is raised, “What are we getting out 
of this research thing anyhow?” and 
the appropriation is halved. A good 
proportion of the research men go, 
say to our competitor; they finish the 
project which we abandoned the fifth 
year. After a short period the compet- 
itor takes all the business, and the sixth 
or seventh year our mythical company 
goes to the wall. 

Consider the case of the group who 
could go through the motions but had 
no imagination, no desire to determine 
what makes the wheels go around. 
They accept the manufactering depart- 
ment’s story that it has always been 
done that way. Nothing happens, the 
research appropriations are made every 
year because the directors have heard 
some place that research is a slow pro- 
cess and one has to wait a long time 
for results. In this case our company 
also goes to the wall, but probably a 
few years sooner. What is the moral of 
this story ? Simply this—in neither case 
was the true value of research known! 

This brings up a question which has 
caused considerable discussion with re- 
spect to research; that is, how it should 
be managed, and should the research 
department be operated on a profit and 
loss basis like any other department. 
There seem to be two extreme schools 
of thought; the first group says that in 
starting in on research you do not know 
where you are going, you are in en- 
tirely new territory and you do not 
know where you are going to end. It 
is, therefore, impossible to estimate 
costs and utterly impossible to budget 
expenses. They believe that any effort 
to do so tends to hamper creative effort. 


RESEARCH CAN BE BUDGETED 


The other group, and most indus- 
trial laboratories are either in or are 
coming into this classification, believe 
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that research can be budgeted and di- 
rected and the costs of each project 
partially predetermined, or at least an 
accurate record of costs can be kept. 
Actually a middle of the road course 
seems to be the most logical. It is 
better to guess that a certain research 
project may cost so much than not to 
guess at all. At least there is some meas- 
ure to gauge progress. If the amount 


of money which represented the orig- 
inal guess is exhausted before the 
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problem is finished, and it usually is, 
at least the time for a review of prog- 
ress has arrived and the decision can 
be made. ‘‘Shall we stop or go ahead ?” 
And each time the question of an ad- 
ditional appropriation comes up, the 
decision becomes more difficult. We 
dislike to lose the expense and effort 
that has gone into a problem and 
still we dislike to lose more. 

The fact remains that research is 
pretty much of a gamble. The odds 
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are against you, but the stakes are gen- 
erally high. The results are continuing 
and cumulative. These alone are suf- 
ficient reasons for keeping accurate 
costs of research projects. But this is 
hardly enough. There should be also 
an accounting of profits derived from 
research to prevent the unfortunate 
occurrence which I mentioned earlier 
in which our mythical company went 
bankrupt. To put it briefly, what I am 
recommending is, keep track of your 
research costs and profits and any re- 
search department that is worth its 
salt should be well in the black. 

Now we might consider some of the 
developments which have resulted 
from the war or those developments 
which have been hastened because of 
the war. It is almost impossible for a 
person who is primarily concerned in 
one branch of science or even with one 
branch of chemistry to keep abreast of 
developments in all branches in nor- 
mal times, and even more difficult 
under the present accelerated condi- 
tions. But here are some that have 
come to my attention. 


DEHYDRATING Foops 


A great deal of work has been done 
and is being done in dehydrating 
foods. This has been primarily to re- 
duce their weight and bulk for export 
shipment. For example 200 pounds of 
carrots yield about 20 pounds of de- 
hydrated carrots. Meat is being dehy- 
drated. At present it must first be 
ground and then passed between 
heated rotating drums. 350 pounds of 
lean beef is reduced to 80 pounds. 
Soup is dehydrated by spraying on ro- 
tating drums to form a sort of flaked 
material—add water and you have 
soup. Let us assume that flavor and 
other desirable characteristics can be 
retained. What may be the ultimate 
result? What will be the effect on the 
container industry? How large will a 
grocery store have to be in the future 
to carry a complete stock of dehy- 
drated foods? 

Take another instance, in the field 
of metals—aluminum production. By 
the end of 1943 it is estimated that 
aluminum production will be up to 
about 2 billion pounds—6/, times the 
1939 production. That is enough alu- 


minum to make 2 million 1000 pound 
automobiles per year and because of 
the lightness of aluminum they could 
be good sized cars. Suppose the weight 
goes down by 50 per cent; the size of 
the engine decreases somewhat in pro- 
portion, the lighter engine weighs less 
so the engine can be still smaller. Then 
if the automobile makers reduce their 
engine weight to anything like the 
pound or less per horse power of the 
airplane engine, we might wind up 
with a 50 to 75 pound engine. In- 
stead of the garage mechanic crawling 
around the car trying to find out what 
is wrong with the engine, he might 
just pick it up by the handle and look 
it over. We are assuming, of course, 
that we shall have automobiles; maybe 
it will be planes instead. 

We may find a trend towards the 
use of steel and heavy metals for fixed 
objects, bridges, and buildings, and the 
like, and the use of the lighter metals, 
aluminum, and magnesium, for things 
which are to be moved around. 

Consider another science, that of 
physics. In the field of electronics 
great advances have been made in the 
use of ultra short radio waves, par- 
ticularly for airplane detection. These 
very short waves behave like light 
rays in that they can be directed and 
are reflected by surfaces but they are 
not stopped, for example, by fog. You 
may have noticed some recent General 
Electric advertisements along these 
lines. Planes in the future may come in 
at zero ceiling, ship collisions can be 
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avoided. Such devices might be even 
useful in some of our Cincinnati fogs. 


SYNTHETIC RUBBER LARGEST 
DEVELOPMENT 


The largest and certainly most 
talked of development in synthetic rub- 
ber. The fact that synthetic rubber and 
rubber substitutes are urgently needed 
and the fact that the scarcity of rubber 
affects each one of us is alone sufficient 
reason for discussion. But we should 
consider the sheer magnitude of the 
undertaking. Its size alone is reason 
for comment under any circumstances. 
The latest plan proposes to produce 
synthetic rubber at the rate of 1,000,- 
000 tons per year; that is, 2 billion 
pounds—equal to the aluminum pro- 
duction achieved after about 40 or 50 
years of effort. The eynthetic rubber 
program is probably the biggest single 
chemical development ever attempted. 

There are a number of synthetic 
rubbers and rubber like materials; for 
example, Buna S, Buna N, Chloro- 
prene, Koroseal, Vinyl chloride, poly- 
vinyl butaryl, and so on. Irrespective 
of the length or complexity of their 
name they all have certain character- 
istics in common. They are all com- 
posed of long molecules, 200-300 or 
1,000 times as large and as long as 
ordinary molecules. They all possess a 
greater or lesser amount of elasticity, 
that is, they can be pulled or pushed 
out of shape and tend to come back. 
Those products which are true sub- 
stitutes for rubber also possess another 
property—they can be worked and 
moulded into shape and then fixed in 
that shape by some treatment; for ex- 
ample, by vulcanization. 

The synthetic rubber which thus far 
has been found to be the most suit- 
able for tire treads is what is known 
as Buna S. It is made from two chem- 
icals; butadiene and styrene. Butadiene 
is a gas at ordinary pressures, it con- 
tains only four carbon atoms, it will be 
produced primarily from refinery gas- 
ses, but can also be made from alcho- 
hol. Styrene is produced from Benzene 
from coal distillation, and ethylene 
from refinery gasses. It is also a rela- 
tively small molecule and contains only 
8 carbon atoms. 

To make a synthetic rubber the 
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problem is to make these small mol- 
ecules combine together in a long 
chain, one containing perhaps 50,000 
or 100,000 atoms. This must be done 
carefully in order to get long chains 
and not a lot of short ones. This 
step, which is termed polymerization, 
is brought about by heating in the 
presence of catalysts. Only a moder- 
ate temperature is required: 140-150°F, 
but it is very difficult to heat a mass of 
material uniformly without getting the 
material next to the heating coils too 
hot. This problem in making synthetic 
rubber has been solved by emulsifying 
the ingredients in water and heating 
the water. The emulsified particles are 
very fine, they heat quickly and uni- 
formly, and the final product looks 
something like milk. The milk is coag- 
ulated by adding acid and salt, giving 
a spongy rubbery product. 

This is then dried, worked on rolls 
when carbon black, zink oxide, sulphur 
accelerators, and antitoxidants are ad- 
ded, and the mass finally formed into, 
say a tire. During vulcanization the 
sulphur acts to tie the long chains to- 
gether, say something like the rungs 
of a ladder tie the long side pieces 
together. 


SYNTHETIC RUBBER LEss RESILIENT 
THAN NATURAL 


The resulting product is very sim- 
ilar to natural rubber, its chemical re- 
sistance is better, it can be made very 
resistant to oils, but its wearing qual- 
ities are probably not yet as good as 
natural rubber, particularly for heavy 
duty service. One reason for this, and 
probably the most serious defect, is 
its lesser resilience, which means that 


in the East Indies and on world trade 
in general? That’s one I should not 
like to try to answer. 

But the developments now under 
way will affect each one of us, some 
of the substitutes are better than the 
original article; the banker may find 
it even more necessary to look at the 
company’s research department than at 
the balance sheet before making a 
long term loan. People may become 
accustomed to driving 35 miles per 
hour and the insurance companies will 
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have to revise their mortality tables, 
or they may be so glad to cut loose 
when restrictions are lifted that they 
will have to revise the other way. All 
you have to do is let your imagination 
go. Imagine 180 proof whiskey—a 
pint goes as far as a quart; or dehy- 
drated beer capsules; place capsule in 
a glass of cold water and stir until the 
desired collar is obtained. 

This may sound far fetched, but 
does anbody want to bet that it cannot 
be done ? 








HIS SAME “ASSISTANT” is helping 
hundreds of America’s business leaders 
increase office efficiency, cut costs and save 
valuable space. 
It is called The Diebold CARDINEER—the 
rotary file that is revolutionizing today’s record- 
keeping methods. 


One turn of the wheel and CARDINEER 





instantly brings any one of 6,000 card records 
to the operator’s finger-tips. That’s the equiva- 
lent of 120 ordinary card files. Saves thousands 
of steps. Portable. Occupies less than 3 sq. ft. 


under repeated flexing it tends to get 
hot; when a tire gets hot it wears 
out quickly. 

Whether synthetic rubber is here to 
stay is hard to say. Where chemical 
and oil resistance is required it will 
certainly stay. Its price at present is 
about 30 cents per pound compared 
to 15-20 cents for natural rubber. But 
the extreme fluctuations in price of 
natural rubber from 2.5 cents per a 
pound to $3.25 per pound will cer- Wer 
tainly be stopped. 

If we continue to use synthetic rub- 
ber, what will be the economic effects q 


Every executive interested in saving time, saving 
space, cutting record costs and speeding up work 
will want to investigate CARDINEER. 


DIEBOLD SAFE & LOCK CO. » CANTON,O. 


Offices in: New York, Chicago, Cleveland, Detroit, 
Washington, Philadelphia, Boston, St. Paul- Minneapolis, 
Pittsburgh, St. Louis. Dealers in other principal Cities. 


DIEBOLD y 




















ROTARY FILE 


Essential for today’s record-keeping methods 


We carry CARDINEERS 
in stock for 
immediate delivery 

















Many of the Tax Recommendations Made 
by Controllers Were Accepted by Congress 


Enactment of the 1942 Federal Reve- 
nue Act makes it possible to appraise 
the effects of the representations made 
to first, the Committee on Ways and 
Means, of the House of Representa- 
tives, and second, the Finance Com- 
mittee of the Senate, by the Committee 
on Cooperation with the Treasury De- 
partment, of The Controllers Institute 
of America. The results of the work 
done by this committee are outstand- 
ing, and highly gratifying to control- 
lers generally. 

It must not be overlooked that many 
other organizations made representa- 
tions to the committees of Congress, 
and that many individuals made ap- 
pearances during the hearings. The 
proposals made by The Controllers In- 
stitute’s Committee had to do largely 
with technical and administrative 
phases of the proposed Act, but 
touched also, for the first time, on the 
matter of rates. Sole credit for inclu- 
sion in the Act of many of the items 
suggested by The Institute’s Commit- 
tee which found their way into the 
final version of the law, of course is 
not claimed by the Committee. Many 
of the items advocated by The Insti- 
tute’s Committee also were urged by 
other organizations and individuals. 

The Institute’s suggestions over sev- 
eral years have been so sound, and so 
carefully prepared, and have been so 
uniformly free of political implica- 
tions, that the members of the Congres- 
sional Committees and the Treasury 
Department officials have come to rec- 
ognize their merit, and so give them 
respectful hearings, and careful con- 
sideration. 

Some of the items which were advo- 
cated by The Institute’s Committee, of 
which Mr. F. G. Hamrick, Controller 
of American Smelting and Refining 
Company is Chairman, and which 
found their way into the Act as passed, 
are listed here: 


\_ 1. Extension of normal growth provision 


to determination of average base pe- 


nN 


10. 


i 


riod net income of acquiring and com- 
ponent corporations under Supplement 
A. 


. Inclusion in base period net income of 


net income or constructive net income 
of the acquiring and component cor- 
porations under Supplement A. 


. Inclusion in invested capital of acquir- 


ing company of cost of liquidated sub- 
sidiary’s stock instead of basis of lat- 
ter’s assets. 


. Consolidated income tax returns. 


. Simplification of bad debt provision and 


extension of statutory period for claim- 
ing refunds arising from deductions for 
bad debts and worthless securities. 


. Elimination of interim report require- 


ment under last-in, first-out method of 
inventorying. 


. Elimination of sub-section 124(i) from 


the amortization provision. 


. Extension of statutory period for claim- 


ing refunds where taxpayer submits 
waiver extending statutory period for 
assessment of additional taxes. 


. Annual redeclarations of capital stock 


tax values. 


Income and Excess Profits Tax Rates.— 
The Institute had stated that it believed 
that the excess profits tax rate should 
not be more than 80 per cent. Congress 
set the rate at 90 per cent., but al- 
lowed a credit of 10 per cent., thus 
reducing the rate to 81 per cent. The 
Institute had recommended that the 
combined normal tax and surtax should 
not be more than 40 per cent., this in 
the face of a recommendation which 
had been written into the House bill 
of 45 per cent. The 40 per cent. rate 
prevailed, 


The Invested Capital Credit—Although 
“tax basis,” rather than cost, is retained 
in computing invested capital, despite 
repeated criticism thereof by The In- 
stitute and others, the Act makes some 
improvement over the House bill. Con- 
sistency in the computation of the 
amount of property paid in for stock 
and earnings and profits is provided 
and the retroactivity of Supplement C 
is eliminated. Both these improvements 
were recommended by The Institute in 
the event of the continuance of the 
tax basis rule. Unfortunately, the re- 
duction proposed in the House bill in 
the percentages of invested capital over 
$10,000,000 allowed as a credit has 
been retained. 
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12. 


14. 


15. 


16. 


The Average Earnings Credit.—This 
credit has been improved by taking the 
lowest year in the base period at not 
less than 75 per cent. of the average 
earnings for the other three years. This 
is a step in the right direction but falls 
short of the “best three out of four’ 
rule urged by The Institute. 
Although the Act does not permit Sec- 
tion 721 abnormal income attributable 
to the base period to be included in 
the credit, as urged by The Institute, 
it does afford relief to taxpayers on 
the completed contract basis, and thus 
removes the principal hardship of the 
old rule. 


. The General Relief Provisions.—Sec- 


tion 722 has been substantially broad- 
ened and improved. There have been 
eliminated the arbitrary minimum re- 
quirements for granting relief and the 
5 per cent. “kick-back” provision. Also, 
the new Section 722 has been made 
retroactive to 1940. In addition, the 
Act permits reduction in return (in- 
stead of at a later time) of excess prof- 
its tax otherwise due by a portion of 
excess profits tax relief claimed under 
Section 722. The broadening and im- 
provement of Section 722 were urged 
by The Institute. 


Carry-back of Excess Profits Credit.— 
As repeatedly recommended by The In- 
stitute, the Act provides for a two-year 
carry-back (as well as carry-forward) 
of the unused excess profits credit. This 
will afford a large degree of relief dur- 
ing the transition period following the 
war, since a credit carry-back is pro- 
vided for even though the excess prof- 
its tax may have been eliminated for 
such later period. In addition, a two- 
year carry-back of net operating losses 
is permitted as well as the old carry- 
forward provisions. 


The Inconsistency Provision (Section 
734).—This provision has been sub- 
stantially improved by narrowing the 
definition of a predecessor corporation, 
by placing the burden of proving the 
inconsistency upon the party claiming 
it, and by allowing a current deduction 
against net income of any interest in- 
cluded in the computation of a Section 
734 tax. Incidentally, the Conference 
Report (p. 65) approves a number of 
the interpretations of old Section 734 
contained in the Regulations with re- 
spect to which there has been some 
doubt. 


Capital Losses—The Act follows the 
House bill in denying corporations 








v) 





19. 


20. 


ai. 


the right to offset capital losses against 
ordinary income. However, the effect 
of this rule is “softened” to some ex- 
tent by excluding real property used in 
the trade or business from the defini- 
tion of capital assets and by allowing 
losses on stock and securities in 95 per 
cent. owned operating subsidiaries to 
be deducted in full. The denial of cap- 
ital loss deductions against ordinary in- 
come was opposed by The Institute. 


. Foreign War Losses.—Section 158 of 


the Act provides reasonably adequate 
treatment of losses due to the seizure 
or destruction of property by enemy 
action. Among other things, specific 
rules are: prescribed for determining 
the time of such losses; all losses are 
allowed in full, regardless of their 
capital nature; a deduction for partial 
worthlessness in subsidiary investments 
is permitted; and appropriate limita- 
tions are imposed on the realization of 
income from recoupments in later years. 
Provisions along these lines were urged 
by The Institute. 


. Inventory Reserves.—A taxpayer on the 


last-in, first-out basis of inventorying 
who is forced to liquidate his normal 
inventory due to his inability to replace 
under war conditions is in effect given 
an election to treat a later replacement 
as having occurred in the year of liqui- 
dation in computing his tax liability 
for such year. Some relief from the 
hardships resulting from involuntary 
liquidations of inventories was recom- 
mended by The Institute. 

Pension Trusts—The pension trust pro- 
visions of the Act represent a substan- 
tial improvement over those proposed 
by the House bill. Most of these im- 
provements were urged by The Insti- 
tute. It is impossible in an outline to 
cover the provisions in detail. It might 
be pointed out in particular, however, 
that the employee coverage require- 
ments have been reduced; the limita- 
tions contained in the House bill on 
employer deductions have been tre- 
laxed, and the prohibition against the 
return of funds to the employer, after 
the satisfaction of all liabilities, has 
been removed. 

Renegotiation of Government Contracts. 
—tThe law on renegotiations has been 
clarified and otherwise improved in a 
number of minor respects. The princi- 
pal improvements are (1) provision 
for allowing all properly applicable in- 
come tax exclusions and deductions in 
computing excessive profits; (2) pro- 
vision authorizing the insertion in con- 
tracts of a prohibition against future 
renegotiation for specified periods; and 
(3) a provision permitting the con- 
tractor to place a time limitation on the 
Government’s right to require renego- 
tiation by filing certain prescribed data. 


Fiscal Year Companies—The harsh 
treatment of fiscal year corporations 
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proposed by the House bill has been 
greatly ameliorated by applying the in- 
creased rates, in respect. of fiscal years 
beginning prior to January 1, 1942, 
only to income attributable to the pe- 
riod after June 30, 1942. The harsh- 
ness of the provisions of the House bill 
were emphasized by The Institute. 


22. Collection of Tax at Source——The pro- 
visions of the House bill with respect 
to collection of the individual’s tax at 
the source have been completely elim- 
inated. However, a withholding, from 
salaries and wages only, will be re- 
quired in connection with the new vic- 
tory tax. Very few of the complications 
involved in the withholding provisions 
of the House bill, which were stressed 
by The Institute, will be encountered. 


The Institute’s recommendations were 
presented before the Committees of 
Congress by Mr. Alger B. Chapman, 
of the law firm of Alvord and Alvord. 
Copies of the two sets of recommenda- 
tions were sent to members of The 
Institute shortly after their presentation 
to the Committees. 
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BOOK REVIEWS 





“WARTIME PURCHASING PROCE- 
DURES,” published as one of the War 
Production Series of the Research Institute 
of America, 1942, $4.00. Data on priori- 
ties, price control and inventory control for 
the business man, including a directory of 
governmental personnel concerned with war 
purchasing. 


“OCCUPATIONAL MOBILITY,” by Omar 
Pancoast, Jr., published by Columbia Uni- 
versity Press, New York, 1941. 155 pages. 
$1.75. In brief, this study poses the ques- 
tions: What would be the probable effects 
on general employment and national in- 
come of a broad program of vocational 
guidance and training designed to increase 
occupational mobility? Dr. Pancoast has 
gathered arguments relating to the correc- 
tion of unemployment, faulty distribution of 
workers, monopolistic practices, and waste 
of human resources, and his analysis seems 
to show that employment can be increased 
by increasing the training or mobility of 
workers as a whole. Obviously outdated 
by the war, this book should nevertheless 
interest the thoughtful business man. 


King Named Member of Bankers’ 
Committee for Clearance of Ration 
Coupons 


A plan to clear ration coupons 
through the nation’s banks is being 
tried experimentally in the Albany area 
of New York State. The assistance of 
the American Bankers Association has 
been enlisted and that association has 
appointed a nationally representative 
committee of bankers. 

Mr. Frank L. King, controller of 
the Continental Illinois National Bank 
and Trust Company of Chicago, a 
raember of the Advisory Council of the 
Controllers Institute of America, and 
President of the Chicago Control, has 
been appointed a member of that com- 
mittee. 

The chairman of the committee is 
Rowland R. Hughes, controller of the 
National City Bank of New York. 
Other members of the committee are 
William Duncan, Jr., secretary of the 
Minnesota Bankers Association, Min- 
neapolis; T. Allen Glenn, Jr., presi- 
dent of the Peoples National Bank, 


Norristown, Penn.; A. J. Cook, vice- 
chairman of the board of the Bank of 
America N. T. & S. F., Los Angeles; 
Wilbur F. Lawson, vice-president of 
the First National Bank, Boston; and 
William A. McDonnell, executive 
vice-president, Commercial National 
Bank, Little Rock, Ark. 

Mr. W. L. Hemingway, associate 
president of the American Bankers 
Association, in announcing the appoint- 
ment of the committee, said: 

“The committee was appointed at 
the invitation of Price Administrator 
Henderson to assist the OPA in work- 
ing out a plan which will achieve the 
objectives of the government and at 
the same time be practical from the 
bank operation point of view and give 
full consideration to factors such as 
the growing shortage of banking man- 
power and the inability of banks to 
secure mechanical equipment for the 
handling of extra work.” 








Government Questionnaire Load 


Lightened, With Aid of Controllers 


The results of the work done by 
various committees in an effort to re- 
duce the number of questionnaires and 
other requests for information with 
which industry was flooded after the 
United States declared war, and to sim- 
plify many of the forms used by gov- 
ernmental agencies, were contained in 
a report made to Donald M. Nelson, 
chairman of the War Production 
Board, by a committee which he named 
early in the summer, known as the 
Committee for the Review of Data 
Requests from Industry. 

It is an encouraging report, which 
shows that more than 120 forms for- 
merly used by WPB have been abol- 
‘ished and an additional 130 have been 
simplified. 

A release from the Office of War 
Information early in October said, in 
part: 


“A list of ‘PD’ forms which remain in 
use will be published in the next issue of 
PRIORITIES, which will be available for 
inspection in all regional and district of- 
fices of the War Production Board about 
October 15. Approved forms other than 
the ‘PD’ series also will be listed in the 
issue of PRIORITIES which will be pub- 
lished about November 1. It is expected 
that lists of approved forms may be ob- 
tained after that date at a nominal price 
from the Superintendent of Documents. 

“All approved forms which have been 
issued or reprinted since August 31 have 
a Bureau of the Budget serial number 
and expiration date on the upper right 
hand corner of each copy. To avoid waste 
of paper and printing, this authorized 
symbol will not appear on current forms 
prior to August 31, but as the supply of 
each form is exhausted, it will be re- 
printed with the Bureau of the Budget 
symbol. 

“Because a few forms are confidential 
or for other special reasons will not be 
included in a published list, anyone re- 
ceiving a PD form that does not bear a 
Bureau of Budget serial number and 
which also is not listed in the October 15 
issue of PRIORITIES, should communi- 
cate with the Committee for the Review 
of Data Requests from Industry, Social 
Security Building, Washington, D. C., to 
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find out whether the form should be filled 
out. 

“In addition to eliminating or simplify- 
ing more than 250 forms, to the benefit 
of about 150,000 respondents, the commit- 
tee has standardized format of other forms 
so that with only a few exceptions all of 
them will now fit a standard typewriter, 
and nearly all of them are of the standard 
81/, by 11 inch size. 

“No form which does not carry a 
Bureau of the Budget serial number and 
an expiration date need be filed after 
December 31, 1942, and no form carrying 
an expiration date need be filed after such 
date. 

“The work of the Committee for the 
Review of Data Requests from Industry, 
which was originally scheduled to termi- 
nate on October 1, has been extended to 
December 31 in response to numerous re- 
quests from industry. The committee will 
continue to eliminate or simplify forms in 
any case where the information requested 
is not of direct importance to the war pro- 
gram. 

“The action taken by the committee in 
providing that all forms issued after 
August 31 must carry a Bureau of the 
Budget serial number anticipates the re- 
quirement of Bureau of the Budget Cir- 
cular No. 360, Supplement 1, which pro- 
vides that all Government forms approved 
by the Bureau show the serial number and 
expiration date after December 31, 1942.” 


The part played by The Controllers 
Institute of America in bringing about 
these desirable results dates back to last 
winter, when representatives of The 
Institute called on officials of WPB to 
protest against the volume of question- 
naires which were flowing out of Wash- 
ington. The ear of Mr. Nelson was 
obtained in June, when he visited Chi- 
cago, and heard the details from sev- 
eral officers of prominent companies. 

The Institute was asked in June 
whether it could make available to 
WPB a number of men to assist it 
in reviewing the many forms which 
were being sent out. The Institute 
agreed to do so, through Mr. H. Parke 
Thornton, chairman of its Committee 
on Cooperation with the War Pro- 
gram. When Mr. Nelson appointed 
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the Committee for the Review of Data 
Requests from Industry, on July 1, 
including representatives from the 
Army and Navy, the chairman of that 
Committee immediately appointed an 
Advisory Committee, composed of rep- 
resentatives of business. Mr. Thorn- 
ton was appointed a member of the 
Advisory Committee. 

It was recognized that this was a 
job for controllers, since they are the 
men in business concerns on whom 
falls the responsibility of replying to 
governmental and other questionnaires. 
Mr. Thornton (Vice-President and 
Controller of the White Motor Com- 
pany, Cleveland) was requested to re- 
cruit representatives of specific lines of 
business to go to Washington for short 
periods to review the questionnaires 
applicable to those industries. For sev- 
eral weeks in mid-summer, in response 
to requests from The Institute, repre- 
sentatives of various companies served 
in Washington, assisting the govern- 
ment committee in this work. 

A concise report concerning this 
work was made to the members of The 
Institute by Mr. Thornton, as chair- 
man of its Committee on Cooperation 
with the War Program, under date of 
September 12, 1942, as follows: 


REPORT OF COMMITTEE ON 
COOPERATION WITH WAR 
PROGRAM 


This Committee was created early this 
year as a part of The Institute’s policy of 
expanding its activities in fields which are 
of major interest to controllers. It was 
charged with the broad responsibility of 
developing, supervising and encouraging co- 
operation between controllers and The Con- 
trollers Institute on the one hand and gov- 
ernmental agencies on the other, in handling 
the voluminous work involved in carrying 
out the War Program. 

The Committee made contact with the 
War Production Board in February with 
reference to the part which controllers, as 
such, could best play in the War Program, 
and particular reference was made to the 
subject of reports being required from busi- 
ness. Conferences with governmental rep- 
resentatives continued with increasing fre- 














quency until early in the summer. In the 
course of these conferences, attention was 
called to the increasing volume of reports 
being requested, the lack of coordination 
between reports, and that the detail being 
requested, while placing a tremendous bur- 
den upon business, was supplying informa- 
tion far in excess of the purposes for which 
it was being used. 

In the early part of July, Mr. Donald M. 
Nelson created within the War Production 
Board a “Committee for the Review of 
Data Requests from Industry’’ and this com- 
mittee in turn appointed an advisory group 
composed of representatives of trade and 
professional organizations to assist it in the 
review of reports being sponsored by the 
War Production Board. Inasmuch as the 
bulk of these reports were based upon ac- 
counting data, The Controllers Institute was 
requested to assume a dominant role in this 
work. ‘ 

The preliminary review of such data re- 
quests has required a period of about six 
weeks. Mr. E. Chester Peet, controller of 
the Shell Oil Company, Incorporated, New 
York City, agreed to spend this period in 
Washington as The Institute’s representative 
in this work. 

The requirements of the Industry Divi- 
sions, whose reports were the sources of the 
most criticism, were reviewed in detail by 
representatives of companies who were 
thoroughly familiar with the problems in- 
volved. Substantial progress was made in 
the consolidation, simplification or elimina- 
tion of many of the existing reports. These 
reviews were conducted by the following 
men: 


Allen M. Shultz—General Foods Corpora- 
tion, New York 

George H. Blackett—National Association 
of Manufacturers, New York 

Walter E. Smith—Ward Leonard Electric 
Company, Mt. Vernon, New York 

Fred C. Jackson—Firestone Tire and Rub- 
ber Company, Akron, Ohio 

R. R. Eckert—Copper Institute, New York 

E. E. Osterhage—lInternational Harvester 
Company, Washington, D. C. 

S. L. McSorley—E. I. DuPont & Company, 
Wilmington, Delaware 

S. Henderson—Aluminum Company of 
America, Pittsburgh, Pennsylvania 

E. E. McConnell—The Norton Company, 
Worcester, Massachusetts 

G. J. Barry—Continental Can Company, 
New York 

R. S. Frownfelter—Warner Swasey Com- 
pany, Cleveland, Ohio 

Howard M. Boardman—American Can Com- 
pany of New York 

C. M. Mapes—American Telephone and 
Telegraph Company, New York 

John Moonie—American Smelting and Re- 
fining Company, New York 

L. J. Marino—Commonwealth & Southern 
Corporation, New York 

Edward Hansen—Eagle Picher Lead Com- 
pany—Cincinnati, Ohio 

Fred Bellar—Eagle Picher Lead Company— 
Cincinnati, Ohio 

W. G. Haldane—U. S. Vanadium Company, 
New York 

Paul Raley—American Standard Sanitary 
Company, Pittsburgh, Pennsylvania 

E. Wyatt—Crane Company, Chicago, 

Illinois. 


The Committee and The Institute are 
deeply indebted to Mr. Peet and to the men 
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mentioned above for the service which they 
gave, and the Committee wishes to express 
its appreciation of their willingness to make 
this contribution to this work, and of the 
cooperation of the companies with which 
they are connected. 

The problem of supplying governmental 
agencies with necessary operating data, ad- 
justments to keep this data abreast of chang- 
ing conditions, and to translate the require- 
ments of the agencies into a practical and 
workable basis for business, is a large and 
continuing one. It is hoped that a ground- 
work has been laid by the work which has 
been done in Washington that will result 
in The Institute assuming a greatly in- 
creased sphere of influence in the field of 
governmental reports. 

In closing, the Committee would be re- 
miss if it did not express its appreciation 
for the attention, cooperation and willing- 
ness to help, which has been accorded by 
the representatives of the various govern- 
mental agencies to the Committee and to 
Mr. Peet and the group of men who assisted 
him. 


The Office of War Information re- 
leased a report on October 18, 1942, 
which goes considerably into detail 
concerning this work, and into plans 
for its continuation. It reads, in part: 

“With a manpower shortage menac- 
ing American war production, every 
man-hour saved means increased out- 
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put of the ships and guns and planes 
needed to defeat the Axis powers. The 
recent elimination or simplification of 
40 per cent of War Production Board 
requests for data from American indus- 
try will save at least 30,000,000 man- 
hours annually. The equivalent of at 
least 15,000 men, working every week 
of the year, will be released from un- 
necessary and costly paper work for 
more productive pursuits. 

“This estimate of the savings accom- 
plished in the last three months 
through the combined effort of indus- 
try representatives and various WPB 
units, coordinated by the War Produc- 
tion Board Committee on Data Re- 
quests, is conservative. The time and 
effort consumed in replying to forms 
and questionnaires can reach huge pro- 
portions. For instance, one large auto- 
mobile company complained that the 
preparation of forms in their hands at 
one time cost $125,000 and would con- 
sume more than 100,000 man-hours. 
The Committee’s elimination of a sin- 
gle form will save another large in- 
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dustry 400,000 man-hours annually 
and the Government another 100,000 
man-hours in the same period. Al- 
though these are admittedly extreme 
cases, they indicate that the estimated 
average saving of 200 man-hours per 
year for each of the 150,000 concerns 
affected—a total of 30,000,000 man- 
hours nationally—is certainly not too 
high. 

“This man-hour saving involved in 
the Committee’s elimination of 120 
forms effecting 25,000 companies, and 
the substantial simplification of 132 
more affecting 125,000 firms, is only 
part of the story. The benefits can 
also be measured in terms of dollars, 
of accelerated production, and of low- 
ered executive blood pressures. At a 
dollar on hour, 30,000,000 man-hours 
saved means $30,000,000 chopped off 
the cost of the war. The time saved 
through more efficient gathering of 
necessary factual information about 
production progress will inevitably for- 
ward actual production in the war 
plants and reduce the burden upon al- 
ready overworked executives. 

‘America’s sudden plunge into war 
last December brought an immediate 
need for an exhaustive survey of the 
nation’s industrial resources. Various 
war agencies, including the War Pro- 
duction Board (then OPM), the Army 
and the Navy, were faced with the 
necessity of collecting up-to-date in- 
formation. Business executives who 
were already confronted with strange 
and urgent problems involving plant 
conversion, priorities and personnel, 
soon felt the burden of increased paper 
work and began to request a reduction 
in volume. 

“At the same time, Government offi- 
cials, from President Roosevelt right 
on down the line, began to be con- 
cerned with the large number of sta- 
tistical reports which Federal agencies 
were requiring from business and in- 
dustry. As soon as these recommenda- 
tions began to crystallize from Gov- 
ernment and industry sources alike, it 
became clear to War Production Board 
officials that further steps to aid busy 
executives were called for without de- 
lay. 

“On July 1 of this year Donald Nel- 
son, Chairman of the War Production 


Board, appointed a Committee for Re- 
view of Data Requests from Industry, 
with complete authority to simplify or 
eliminate any reports required by the 
War Production Board which were 
hindering prosecution of the war.” A 
special Advisory Committee from In- 
dustry was also created, bringing to- 
gether representatives of trade and pro- 
fessional associations and experts in 
the industrial accounting field. 

“All existing data requests from 
War Production Board branches were 
measured against the strict yardstick of 
value to war production. Almost 20 
per cent. of the existing forms were 
completely eliminated. Prompt steps 
were taken to reduce duplication. One 
tool company in the Middle West indi- 
cated that it was ‘furnishing the War 
Production Board in four or five differ- 
ent forms practically the same informa- 
tion, but each time dated a little differ- 
ently, put on a different form, and 
arranged differently.’ A large number 
of the 120 eliminations were to stop 
just such duplications. This was accom- 
plished by combining perfectly legiti- 
mate requests for the same information 
from separate branches into one form 
to serve them all. 

“The elimination of data requests 
which had outlived their usefulness, 
however, was only half the job; the 
radical changes made in the forms that 
were retained were just as important. 
From analysis of hundreds of com- 
plaints and recommendations, the Com- 
mittee discovered, as stated in its re- 
port to Chairman Nelson submitted on 
September 30, ‘that bootleg (unauthor- 
ized) data requests, duplications, am- 
biguous phrases, conflicting orders, in- 
accurate mailing lists, erratic distribu- 
tion, bad format, lack of uniformity, 
and constant revisions cause more criti- 
cism than the actual number of author- 
ized forms involved.’ 

“In a few cases the language of the 
forms was ambiguous enough to justify 
conclusively the complaint of one group 
of manufacturers that ‘the forms are 
far too complicated for the small busi- 
nessman to fill in correctly and intelli- 
gently.’ The form which demanded a 
yes or no answer to the question, ‘Is 
additional skilled labor required or 
must it be trained?” would have baffled 
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anyone. Such confusing items were 
carefully weeded out and preventive 
measures were taken for the future. 
In addition, it has been made manda- 
tory ‘that each new data request defi- 
nitely indicate the purpose for which 
the information is being obtained, and 
whether it is a single or repetitive 
form,’ thus giving the recipient a bet- 
ter chance to compile intelligently the 
information desired. 

“As seemingly simple a matter as the 
actual format—the method of printing, 
the design and the type of paper used 
—of the Government questionnaires 
came in for strong protests. Industry 
complained that it was impossible to 
fill out the odd-sized forms, which 
sometimes reached the dimensions of 
a small windowshade, required by 
certain branches of the War Produc- 
tion Board, when other branches of the 
same War Production Board prohib- 
ited the sale of the wide-carriage type- 
writers which would do the job. Under 
the new order of things, all WPB 
forms are small enough to fit a stand- 
ard-carriage machine, and are printed 
on paper thin enough for use with 
carbons and yet opaque enough so that 
both sides can be used. The spaces are 
gauged for standard typewriter spac- 
ing. 

“Very often the time factor was im- 
portant. In one case, by reduction of 
the frequency of a certain report from 
monthly to quarterly, over 20,000 man- 
hours per month were saved—for the 
simple reason that the companies in 
question accumulated the data in their 
regular routine every quarter, but had 
to dig it up specially, through thou- 
sands of regional outlets, every month 
for the Government. In a number of 
instances, hours of extra work were 
saved by a mere change in the report- 
ing date to a time when the informa- 
tion would normally be available in the 
company’s regular accounting records. 

“While many companies complained 
that they received too many forms too 
often, others insisted that they were 
not receiving their forms on time or 
were not getting them at all. Since 
some of these forms were required as 
applications for raw material allot- 
ments, the complaint was understand- 
able. The fault was found to lie in 
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out-of-date mailing lists and delays in 
printing. One problem was solved by 
centralizing all mailing lists in the 
WPB Administration Division, where 
they will be carefully checked for ac- 
curacy and kept up to date. The Pub- 
lic Printer solved the printing prob- 
lem by assuming the responsibility for 
printing up to the astronomical figure 
of six million impressions per night of 
the various forms which were approved 
prior to 5 P.M. of the previous day. 
At the same time, a distributing sys- 
tem was set up whereby adequate quan- 
tities are immediately mailed to all re- 
gional offices. Incidentally, this stand- 
ardized printing and distribution set- 
up will save several million dollars a 
year. 

“One of the most troublesome prob- 
lems that the Committee had to face 
was the phenomenon of ‘bootleg’ 
forms. Soon after American entry into 
the war, Chairman Nelson, foreseeing 
the red-tape chaos on the way, issued 
a General Administrative Order set- 
ting up control over the issuance of 
data requests. In the general rush to 
get things done in early War Produc- 
tion days, however, some departures 
from this order were inevitable. Some 
minor officials with convenient mimeo- 
gtaph machines began to flood the field 
with unauthorized questionnaires. Tele- 
graphic data requests also began to go 
out, and the regional offices added a 
few questionnaires of their own. 

“The Committee has eliminated the 
entire bootleg practice by the simple 
but effective expedient of taking er- 
rant mimeograph machines into cus- 
tody, and providing that no financial 
reimbursement be allowed for printing 
unauthorized forms or sending unau- 
thorized telegraphic data requests. Cen- 
tralized control has been established 
over the printing and distribution of 
all new forms. 

“Since the 1st of September, it has 
been virtually impossible for any divi- 
sion or branch of the War Production 
Board to issue a form requesting in- 
formation from industry without the 
approval of the Committee on Data 
Requests and the Bureau of the Budget. 
Approved forms issued since that date 
bear a Bureau of the Budget serial 
number and expiration date. As soon 


as the stock of older forms is ex- 
hausted, the business man will be 
under no obligation to reply to a form 
unless it bears the Bureau of the 
Budget stamp of approval. All forms 
must bear the Bureau of the Budget 
symbol after December 31. 

“In the meantime, a list of the data 
requests which have been retained will 
be published in the November 1 issue 
of Priorities, available for inspection at 
all War Production Board district and 
regional offices. Before filling out any 
form not listed in Priorities, companies 
are asked to write to the Committee 
for the Review of Data Requests from 
Industry, Social Security Building, 
Washington, D. C., to find out if use 
of the particular form is still required. 

“Industry has been quick to endorse 
the work of the Committee. One com- 
pany writes that ‘the War Production 
Board has done a superb job in cut- 
ting down the clerical work necessary 
to carry on.’ Another simply cheers, 
‘Congratulations on a fine piece of con- 
structive work.’ Other companies ‘hope 
that the work continues’ and advise 
‘periodic review of forms to determine 
if they are still necessary.’ 

“War Production Board Chairman 
Nelson’s reception of the report was 


fully as enthusiastic. At the time that ° 


he extended the life of the Committee 
to December 31, he commented: ‘Elim- 
ination of unnecessary paper work is of 
vital importance to the war program. 
This Committee has made a real and 
important contribution to increasing 
war production. A few months ago I 
felt that we could save industry trouble 
by eliminating forms and improving 
others. It was for that reason that I 
appointed the Data Committee. We 
have now brought the situation under 
control, and we expect to make many 
further improvements, while recogniz- 
ing that a large amount of statistical 
information is absolutely essential for 
efficient control of war production.’ ”’ 

The Bureau of the Budget, as an- 
nounced in the October issue of THE 
CONTROLLER, has created an Advisory 
Committee of five men to assist it in 
passing on proposed new forms and in 
examining existing forms. The five 
organizations which were requested to 
name representatives on that Commit- 
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tee are: American Trade Association 
Executives, American Retail Federation, 
Chamber of Commerce of the United 
States, Controllers Institute of Amer- 
ica, National Association of Manufac- 
turers. 

Mr. Thornton has been named as 
the representative of The Controllers 
Institute on that Committee. Other 
members of the Committee are: 


Chamber of Commerce of the United 
States, Mr. F. Stuart Fitzpatrick; Na- 
tional Association of Manufacturers, 
Mr. J. F. D. Rohrbach; American 
Trade Association Executives, Mr. 
W. J. Donald; American Retail Fed- 
eration, Mr. David R. Craig. 


“ECONOMICS: PRINCIPLES AND 
PROBLEMS,” by James E. Moffat, C. 
Lawrence Christensen, Mark C. Mills, Wil- 
liam C. Cleveland, Samuel E. Braden, and 
Gerald J. Matchett. Published by Thomas. 
Y. Crowell, New York, 1942, 1,000 pages, 
$4.00. A third, and revised, edition. This 
comprehensive work divided the subject 
into eight parts: 1) The Panoramic View; 
2) The Basic Processes; 3) The Mecha- 
nism of Exchange; 4) Exchange in the Econ- 
omy of Specialization; 5) International 
Economic Relations; 6) Government Func- 
tions and Finance; 7) The Problem of 
Risk; and, 8) Some Major Economic Prob- 
lems. 


“GOVERNMENT CONTRACT  PROB- 
LEMS,” published as one of the War Pro- 
duction Series of the Research Institute of 
America, 1942, $5.00. Information for 
business men on government contracts, em- 
phasizing how contracts should be handled. 
With the latest data on forms, bidding pro- 
cedures and the war powers act of 1942. 


“INFLATION AND THE INVESTOR,” 
E. W. Axe & Co., Inc., New York, 1942. 
22 pages. 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of 
Directors of The Controllers Institute of 
America held October 30, 1942, the appli- 
cants named below were elected to active 
membership in The Institute: 


EpwarpD S. ALDEN 
Whitin Machine Works, Whitinsville, 
Massachusetts. 

WILLIAM A. AMSLER 
Wincharger Corporation, Sioux City, 
Iowa. 

JAMES R. ARTHUR 
Tobacco By-Products & Chemical Corpo- 
ration, Inc., Louisville, Kentucky. 

ANSON BEAVER 
Consolidated Railroads of Cuba, New 
York City. 

JEssE STEWART BLOOM 
Abbotts Dairies, Inc., Philadelphia. 

CLARENCE C. BOWER 
The Ransom & Randolph Company, To- 
ledo, Ohio. 

JACKSON CHAMBERS 
James Thompson & Sons, Stapleton, L. I, 
New York. 

WILLIAM R. CREAL 
Turner, Day & Woolworth Handle Com- 
pany, Louisville, Kentucky. 

BENJAMIN F. CUTLER 
The McBee Company, Athens, Ohio. 

Emit Roy DAHLSON 
California Cotton Oil Corporation, Los 
Angeles. 

DoNALD E. DAMOND 
Brewster, Gordon & Company, Inc., 
Rochester, New York. 

ALBERT W. Davis 
United States Potash Company, New 
York City. 

HAROLD DE BAUN 
Marmon Herrington Company, Inc., In- 
dianapolis, Indiana. 

CLARENCE E, ELDERKIN 
Consolidated Engineering Company, Inc., 
Baltimore, Maryland. 

EDMUND A. FREDDO 
Kings County Lighting Company, Brook- 
lyn, New York. 

EDWIN H. FUERTINGER 
Maust Coal and Coke Corporation, New 
York City. 

GerorGE I. HAHN 
General Ceramics Company, Metuchen, 
New Jersey. 

MARION R. HARDIN 
W. S. Dickey Clay Manufacturing Com- 
pany, Kansas City, Missouri. 

FRANK S. HECOx 
Iron Fireman Manufacturing Company, 
Portland, Oregon. 

A. GORDON HEITMAN 
United Wall Paper Factories, Inc., Chi- 
cago. 

J. L. HENSON 
The Champion Paper and Fibre Com- 
pany, Hamilton, Ohio. 


THEODORE HERZ 
Hall Brothers, Inc., Kansas City, Mis- 
souri. 
Epwarp C. HUNT 
Warwick Mills, Boston, Massachusetts. 
WARREN H. KELLER 
The United Light and Power Service 
Company, Chicago. 
RoBERT A. KROENERT 
Great Lakes Pipe Line Company, Kansas 
City, Missouri. 
WILLIAM H. LERCH 
Eugene Dietzgen Company, Chicago. 
IvER T. LINDQUIST 
Allied Products, Inc., New York City. 
W. W. McCaLLuM 
Oscar Mayer & Company, Inc., Chicago. 
J. L. McKEE 
Allied Laboratories, Inc., Kansas City, 
Missouri. 
RoBert A. MCREYNOLDS 
L. L. Brown Paper Company, Adams, 
Massachusetts. 
EDMUND F. J. MEYER 
Curtis-Wright Corporation—Airplane Di- 
vision, St. Louis Plant, St. Louis. 
D. S. MITCHELL 
Osgood & Sons, Inc., Decatur, Illinois. 
ARTHUR L. MONAHAN 
E. T. Wright & Company, Inc., Rock- 
land, Massachusetts. 
H. H. NELSON 
Zenith Dredge Company, Duluth, Min- 
nesota. 
WELDON M. PADGETT 
Pan American Gas Company, Houston, 
Texas. 
BERNARD W. PECK 
Ranger Aircraft Engines Division of 
Fairchild Engine & Airplane Corporation, 
Jamaica, New York. 
Roy D. PIpPEN 
Koppers Company, American Hammered 
Piston Ring Division, Baltimore, Mary- 
land. 
HAROLD P. POWELL 
Whitehead & Kales Company, River 
Rouge, Michigan. 
JOHN PUGSLEY 
Tennessee Coal, Iron & Railroad Com- 
pany, Birmingham, Alabama. 
GorpDon B. ROCKAFELLOW 
Great Lakes Carbon Company, Chicago. 
Percy E. ROPER 
The Landers Corporation, Toledo, Ohio. 
FLoyp M. SEATON 
Electric Wheel Company, Quincy, Illinois. 
E. C. SEYMOUR 
Magnolia Petroleum Company, Dallas, 
Texas. 
LEE R. SHANNON 
Firestone Rubber & Latex Products Com- 
pany, Fall River, Massachusetts. 
JOHN SHOTWELL 
United Aircraft Products, Inc., Dayton, 
Ohio. 


Daz 


GEORGE W. SWEENY 
H. C. Frick Coke Company, Pittsburgh. 
JOHN E. TELLMAN 
Koppers Company, Bartlett Hayward Di- 
vision, Baltimore, Maryland. 
Louis M. TIMBLIN 
Charles Pfizer & Company, Inc., New 
York City. 
Lioyp V. TRACHT 
United Gas Corporation, Operating Di- 
vision, Houston, Texas. 
WILLIAM M. TRANT 


Holly Sugar Corporation, Colorado 
Springs, Colorado. 
HuGH J. Warp 


Pennsylvania Railroad, Philadelphia. 
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Election of the 51 new 
-members named above 
brings the total mem- 
bership of The Institute 
to 


1,832 


NO COMPANY MEMBERSHIPS 


There are no company member- 
ships in The Controllers Institute 
of America. 

All memberships are on an indi- 
vidual, personal basis. They are 
bestowed upon individuals only 
after they have made available to | 
the Admissions Committee in for- 
mation concerning their personal 
qualifications, positions and re- | 
sponsibilities, which indicates that 
they meet the high standards of 
eligibility established by The Insti- | 
tute. 
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MEETINGS OF CONTROLS 








BALTIMORE 
WEEKLY LUNCHEONS 


The Baltimore Control is now having 
weekly luncheon meetings at the Merchants 
Club on Thursdays at 12:30 P.M. Seven 
members attended the first one, which was 
held October 29, and there was a very 
lively discussion on the new income tax 
law, and also on the wage and freezing 
order. All members were enthusiastic about 
this meeting. 


BUFFALO 


Topic: “REVIEW OF THE ANNUAL 
MEETING” 

The regular monthly meeting of the 
Buffalo Control, held at the Park Lane on 
October 6, was devoted largely to a re- 
view of the proceedings at the Annual 
National Meeting in Chicago. Three Buf- 
falo members who had attended the con- 
vention each reported on a specific aspect 
of the program, Mr. J. H. Goodwin, Jr. 
covering ‘Postwar Controllership’; Mr. 
R. J. Lowe, the papers presented by Mr. 
A. W. Zelomek and Dr. Gustav Stolper, 
and Mr. Vallier the session on ‘‘Renego- 
tiation and Price Adjustment of War 
Contracts.” Mr. Goodwin also discussed 
freezing of pay rates. 

Mr. A. Norman Graf, chairman of the 
Program Committee, announced the fol- 
lowing topics for future meetings: No- 
vember, “Labor Exchange and Freezing of 
Wages’; December, ‘Renegotiation and 
price Adjustment of War Contracts,” and 
January, “The Federal Income Tax.” 


CINCINNATI 


Topic: “CURRENT TECHNICAL RE- 
SEARCH” 

Dr. Latimer D. Myers, director of basic 
research of Emery Jndustries, Inc., spoke 
on “Current Technical Research’ at the 
regular monthly meeting of the Cincin- 
nati Control. Seventeen members and 
five guests attended the meeting, which 
was held at the Netherland-Plaza Hotel 
on October 13. 


CLEVELAND 
Topic: “WAR MAN POWER” 
The October meeting of the Cleveland 
Control was held on October 13 at the 
Hotel Cleveland. Mr. Robert Goodwin, 
Regional Director of the War Man Power 
Commission, addressed the members. The 
national convention of The Institute, 
which attracted nation-wide attention and 
which was attended by a large number of 
members in Cleveland, was discussed and 
questions on various subjects covered at 
the convention were answered. 


Topic: “THE MANPOWER SITUA- 
TION” 

Mr. J. K. Johnson, now with the Man 

Power Commission, and who for the past 


five years was affliated with the United 
States Employment Service, was guest 
speaker at the regular monthly meeting of 
the Cleveland Control, which was held Oc- 
tober 13 in the Hotel Cleveland. Mr. John- 
son, who appeared for Mr. Robert Good- 
win, regional director of the Commission, 
pointed out that unemployment has de- 
creased from nine million in 1940 to two 
million, and that less than two million re- 
main unemployed. 

Mr. Johnson also emphasized the fact 
that by the end of 1943 more than 63 mil- 
lion persons will be employed, either in 
military or non-military lines. This means, 
he said, that five million additional workers 
are required, and that these must be se- 
cured by employing more women, more 
boys aged between 15 and 17, and more 
Negroes and other members of minority 
groups. Deferring retirement of present 
workers also will be necessary, he explained. 

President C. L. Cole of the Cleveland 
Control presided at the meeting, and the 
speaker was introduced by Mr. Richard C. 
Huelsman. 


DAYTON 
Topic: A SPECIAL MEETING 
Members of the Dayton Control held 
a special evening meeting on October 21 
at the Van Cleve Hotel and discussed the 
following subjects: 
1. Premium pay for seventh consecutive 
day. 
2. Executive order on stabilization. 
3. O. D. T. Certificates of War Necessity. 
One hour was allotted for discussion 
of subject No. 1, one hour for No. 2, 
and one-half hour for subject No. 3. 


DETROIT 


Topic: “PROBLEMS WITH WHICH 
CONTROLLERS WILL BE FACED 
DURING THE ENSUING YEAR” 


The October meeting of the Detroit 
Control was held at the Hotel Statler on 
October 27. The guest speaker was Mr. 
George D. Bailey, senior resident partner 
of Ernest & Ernst, Detroit. He addressed 
the members on ‘Problems with Which 
Controllers Will Be Faced During the 
Ensuing Year.” 


HOUSTON 


Topic: ‘THE MAXIMUM PRICE REG- 
ULATION” 

Judge K. C. Barclay, acting manager of 
the Houston district of the Office of Price 
Administration, and James K. Smith, chief 
price attorney for the district, acted as 
discussion leaders at a forum on price 
control regulations which featured the 
regular monthly meeting of the Houston 
Control, held September 22 at the Houston 
Club. 
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INDIANAPOLIS 


Topic: “PROBLEMS OF FOOD RA- 
TIONING AND PRICE CONTROL” 
Members of the Indianapolis Control 
looked forward to meeting and hearing 
Mr. Howard C. Greer who was their guest 
speaker at the regular monthly meeting 
on October 14 at the Indianapolis Ath- 
letic Club. He is vice president of King- 
man and Company, Indianapolis, and his 
subject was “Problems of Food Rationing 
and Price Control.” As a capable execu- 
tive from such a prominent processor of 
meat products, Mr. Greer related some 
very helpful experiences on this subject, 
and the evening was well worth the time 
of all who attended the meeting. 


KANSAS CITY 


Topic: “HIGHLIGHTS OF THE 1942 
CHICAGO CONVENTION” 

At the monthly meeting of the Kansas 
City Control, which was held on October 
12 at the Kansas City Club, six members 
of the Control who attended the Annual 
Meeting of The Institute in Chicago re- 
ported on subjects discussed at those ses- 
sions. 

The members who took part in the pro- 
gram for the evening were: R. S. Coons, 
Arthur H. Cromb, H. E. Malmfeldt, E. 
W. Patton, J. A. Seck, R. G. Waring. 

It was felt that the particular timeli- 
ness and value of the subjects was proved 
by the extensiveness with which they 
were covered by leading newspapers, not 
only in Chicago but throughout the coun- 
try. Discussions of these subjects at the 
meeting of the Control suggested ques- 
tions that were brought up in the open 
forum following the reports. 


Topic: “REVIEW OF THE CHICAGO 
CONVENTION” 

Six members of the organization who 
attended the Chicago Convention dis- 
cussed the proceedings of the annual 
meeting, at the regular monthly meet- 
ing of the Kansas City Control, held 
October 12 at the Kansas City Club. 
Those taking part in the discussion in- 
cluded Messrs. R. S. Coons, Arthur H. 
Cromb, Harry E. Malmfeldt, E. W. Pat- 
ton, Joseph A. Seck and Robert G. War- 
ing. 

A meeting of the Board of Directors 
was held on the previous evening at the 
home of Mr. and Mrs. M. P. Newby, and 
it was decided not to adhere to the 
Board's earlier limitation of the member- 
ship to 40 persons, in view of the high 
calibre of the the many men whose ap- 
plications are pending. 

The November meeting of the Control 
is scheduled for November 9, at the Kan- 
sas City Club. Mr. Reece A. Gardner, of 
the firm of Ryland, Stinson, Mag and 
Thompson, attorneys, will speak on “The 
Revenue Act of 1942.” 














MEETINGS OF CONTROLS 








Attorney Smith explained the back- 
ground and reasons for the Maximum 
Price Regulation, and predicted that there 
would be many more specific price regu- 
lations applying to particular products 
and services. He emphasized the need for 
extending the Regulation to cover farm 
products and wages, in order that the 
maximum benefits would be derived by 
the consumer, the retailer, the wholesaler, 
the distributor, the manufacturer and the 
producer. 

Judge Barclay briefly discussed the func- 
tions of the local and regional offices of 
OPA and recounted the services which 
each has to offer. 

After the officials had spoken, the meet- 
ing was made into an open forum in 
which the speakers answered questions on 
the subject put by members and their 
guests. 


LOUISVILLE 
Topic: “1942 FEDERAL REVENUE 
ACT” 


Mr. Claude W. Hupp of Lybrand, Ross 
Brothers & Montgomery was guest speaker 
at the regular monthly meeting of the 
Louisville Control, which was held in the 
Pendennis Club on October 30. He spoke 
on “The 1942 Federal Revenue Act.” 

Mr. Hupp has just returned to Louis- 
ville from New York, where he spent 
several months in associate work with 
Major Montgomery in preparing the lat- 
ter’s new book on taxes. 


LOS ANGELES 


Topic: DISCUSSION OF THE CON- 
TROLLER’S MOST PRESSING 
PROBLEMS TODAY 

An engraved gavel was presented to 
Mr. H. E. Ludwick, president, at the first 
meeting this fall of the Los Angeles Con- 
trol, which was held on September 17 at 
Hotel Clark. Vice President Edwin E. 
Balling, Jr., made a presentation speech 
thanking Mr. Ludwick for his splendid 
services as Acting President during the 
absence of Clyde A. Warne, President of 
the Control for the previous year. 

Mr. Rollin E. Ecke, chairman of the 
Program Committee for the new year, 
conducted an informal round-table discus- 
sion of the following subjects: 

(1) Renegotiation 

(2) United States Savings Bonds Payroll 
Allotment Plans 

(3) Federal Credit Union 

(4) Draft Classification of Employees and 
Problems of Replacements 

It was decided that, as the subject of 
Renegotiation and Price Adjustment of 
War Contracts was on the program for 
the Annual Meeting of The Institute in 
Chicago, the subject would be used again 
on a later program for the benefit of mem- 
bers who could not attend the convention. 
Thirty-three members and one guest were 
present at the September meeting of the 
‘Control. 


Topic:‘WAGE AND PRICE CON- 
TROL IN CANADA” 


Mr. T. J. Monty, Canadian Government 
Trade Commissioner in Los Angeles, spoke 
to the members of the Los Angeles Con- 
trol at’ its October meeting. It was held 
on October 22, the fourth Thursday, in- 
stead of on the third Thursday, since it 
was not possible for the speaker to be 
present on October 15. Mr. Monty just 
recently became stationed in Los Angeles, 
having spent two previous years in Ger- 
many where he was interned. He told of 
some of his experiences and impressions 
in this connection, but his address was on 
"Wage and Price Control in Canada.” 


NEW ENGLAND 
COMMITTEE APPOINTMENTS 


President John S. Learoyd has appointed 
the following committees of the New Eng- 
land Control for the 1942-1943 season: 


Program: Charles A. Armitage, Chair- 
man; W.L. Larkin, Ross G. Walker, W. 
H. S. Rogers. 

Membership and Hospitality: Stanley F. 
Chittick, Chairman; George C. Claghorn, 
Alvin F. Lundberg, Everett M. Hicks. 

Meeting Arrangements: John G. Young, 
Chairman; Frederick L. Patton. 

Admissions: Maynard F. Carter, Chair- 
man; H. Leland Strickland, Louis S. Sisto. 

Publicity: Gordon A. O'Brien, Chairman; 
Harold E. Weldon. 

Auditing: David R. Anderson, Chairman ; 
Thomas H. Bateson. 

Nominating: George E. Baskie, Chair- 
man; E. Stewart Freeman, Charles W. 
Tucker. 

Education: E. Stewart Freeman, Chair- 
man; Ross G. Walker, Clarence B. Nicker- 
son. 


The October meeting will take place on 
October 20, and the November meeting on 
November 17. A directors’ meeting will be 
held on the first Thursday of each month. 


Topic: “RENEGOTIATION OF GOV- 
ERNMENT CONTRACTS” 


Probably no subject is more important 
and timely than “Renegotiation of Gov- 
ernment Contracts,’ and it is seldom that 
the New England Control has an oppor- 
tunity such as that presented by the Octo- 
ber 20 meeting at the University Club. 
The speaker was Professor Thomas H. 
Sanders, of the Harvard Graduate School 
of Business Administration. Until very 
recently he was the common member of 
the Renegotiation Boards of the War De- 
partment, the Navy, and the Maritime 
Commission. Each member was urged to 
invite personally the president and the 
treasurer of his organization, together 
with any other executive who was inter- 
ested in the subject to attend the meeting. 
There was a large number of members 
and guests. 
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NEW YORK CITY 


Topic: “PAY-AS-YOU-GO INCOME 
TAX PLAN” “WITHHOLDING 
FEATURES IN THE PENDING 
TAX BILL” 


Approximately 300 members and guests 
attended the first fall meeting of the New 
York City Control on October 21 at the 
Hotel New Yorker. One speaker was Mr. 
Beardsley Ruml, Treasurer, R. H. Macy 
& Company, Inc., and chairman, Federal 
Reserve Bank of New York, who ad- 
dressed the members on his widely-dis- 
cussed Pay-As-You-Go Plan. The other 
speaker was Mr. Harry C. Gretz, a mem- 
ber of the Controllers Institute, and as- 
sistant controller of the American Tele- 
phone and Telegraph Company. He has 
given special attention to the administra- 
tive side of the withholding provision in 
the pending tax bill and explained his 
plan for determination of the amounts to 
be withheld, which has been received fav- 
orably in Washington. Mr. Arthur R. 
Tucker, managing director, was present 
and on invitation reported on the high- 
lights of the Annual Meeting in Chicago. 

Because larger gatherings for the com- 
ing year are expected, the Hotel New 
Yorker has been selected as the meeting 
place of the monthly meetings of the 
Control. They will be held on the third 
Thursday of each month as heretofore, ex- 
cept when it is advisable to change the 
date to meet the convenience of a speaker. 
The date of the October meeting was this 
kind of exception. 


PHILADELPHIA 
Topic: “POSTWAR PROBLEMS” 


Mr. Oscar N. Lindahl, president of 
The Controllers Institute of America in 
1940-1941, was the guest speaker at the 
November meeting @f the Philadelphia 
Control. It was held on November 5 at 
the Ritz-Carlton Hotel. As chairman of 
The Institute’s Committee on Postwar 
Problems, Mr. Lindahl has contributed 
generously of his time during the past 
year to a study of the problems which in- 
dustry must solve to meet successfully 
conditions which will exist after the close 
of this war. His subject was ‘Postwar 
Problems” and his findings were of special 
interest to every member of the Control 
and the executives of their companies. 
Mr. Verl L. Elliott was chairman of the 
meeting, and Captain Charles G. Simp- 
son, Jr., was a special guest. 


PITTSBURGH 


Topic: “HIGHLIGHTS OF THE AN- 
NUAL MEETING” 


The September meeting of the Pitts- 
burgh Control was held on September 29 
at the Longue Vue Country Club, the 
privileges and courtesies of which were 
extended through member W. L. Naylor, 
Mr. W. V. Covert, president of the Con- 
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trol, presided. He announced the appoint- 
ment of a Tax Committee, with Mr. R. 
G. Weigand as chairman. The object of 
the Committe is to cooperate with the 
Philadelphia Control and the Pennsyl- 
vania State Chamber of Commerce in an 
effort to suggest changes and corrections 
in the Commonwealth Tax Laws. He an- 
nounced also the appointment of an Ad- 
vance or Progress Payment Committee 
consisting of G. V. Lang, chairman, E. A. 
Berry, and L. A. Mertz. 

The meeting was then turned over to 
Mr. Naylor, chairman of the Program 
Committee, who spoke briefly on the pur- 
pose of the program for the evening and 
commented on future programs which had 
been planned. He called on Mr. Berry and 
his committee consisting of Messrs. Dupka, 
Peacock, Urquhart, Bowser and Hanley to 
report on the highlights of the Annual Con- 
vention. They gave a very fine summary of 
the convention, which was indicated by the 
fact that the members remained completely 
absorbed until after eleven o'clock. 


Topic: “INDUSTRY, THE WAR, 
AND THE FUTURE” 


A complete roster of the members of 
the Pittsburgh Control, alphabetically ar- 
ranged and including telephone number, 
title, firm mame and address, was sent 
out with the announcements for the Oc- 
tober meeting of the group. The meeting 
was held October 21 at the Fort Pitt 
Hotel. 

Mr. G. Edward Pendray, Assistant to 
the President of the Westinghouse & Elec- 
tric Manufacturing Company, addressed 
the gathering on “Industry, the War and 
the Future.” 


ROCHESTER 


Topic: “PRIORITIES” 
The Rochester Control held a joint 
meeting with the Rochester Chapter of 
the National Association of Purchasing 
Agents on October 28, at the Rochester 
Club. The subject under discussion was 
“Priorities,” and the following speakers 
participated: Mr. E. Weinheimer of the 
Priorities Division of the War Produc- 
tion Board, and Messrs. H. Gregg, H. H. 
Rich and J. Harper of the Rochester Ord- 
nance Department. 


SAN FRANCISCO 


Topic: “GOVERNMENT PERSON- 
NEL NEEDS AND THEIR EFFECT 
UPON PRIVATE INDUSTRY” 


Program Chairman William Webster 
arranged an excellent program for the 
monthly meeting of the San Francisco Con- 
trol, which was held at the St. Francis 
Hotel on October 15. Those who attended 
the Annual Meeting of The Institute in 
Chicago gave a first-hand discussion of 
the important “goings-on” at the conven- 
tion, rated as the most interesting and 
inspiring in the history of the organiza- 


tion. The principal speaker was Mr. C. 
Waldo Cox, assistant recruitment officer 
of W. A. Bechtel Company, which is han- 
dling construction vital to the war effort. 
His subject was “Government Personnel 
Needs and Their Effect on Private Indus- 
try,” and the members welcomed further 
knowledge with respect to this timely 
problem. 


ST. LOUIS 
Topic: “CHEMICALS TO COME” 
The Program Committee of the St. 
Louis Control devoted the October meet- 
ing to a subject of a different character 
than was customary, and invited Mr. 
Francis J. Curtis, Director of Develop- 
ment of the Monsanto Chemical Com- 
pany, to be the guest speaker. He ad- 
dressed the members on what business 
and civilians can expect from the chem- 
ical industry after the war. The meeting 
was held on October 28 at the Missouri 
Athletic Club, and the members found 
the program to be extremely interesting. 


SYRACUSE 


Topic: “REVIEW OF THE ANNUAL 
MEETING” 


Four members who attended the 11th 
Annual National Meeting in Chicago— 
Mr. Karl M. Haendle, Mr. John K. Hill, 
Mr. Fred F. Hoyt and Mr. Culver M. 
Lussier—presented a review of the pro- 
ceedings as the major feature of the regu- 
lar monthly meeting of the Syracuse Con- 
trol, held on October 20 at the Industrial 
Club. The principal points covered in- 
cluded: renegotiation of contracts; recent 
tax legislation; price regulations and in- 
ventory limitation. 


Topic: REVIEW OF 
MEETING 


The October meeting of the Syracuse 
Control, lauded in the minutes as one of 
that group’s best meetings, was devoted 
to a review of the Chicago convention. A 
detailed report on the various speakers 
was given by two of the members who 
attended the Chicago sessions—Mr. J. A. 
Hill and Mr. F. F. Hoyt. 

Vice-President J. A. Williams of the 
Control presided at the meeting, which 
was held October 22, in the Syracuse In- 
dustrial Club. 


ANNUAL 


TWIN CITIES 


Topic: REPORTS CONCERNING AN- 
NUAL MEETING 

The monthly meeting of the Twin 
Cities Control was held at the St. Paul 
Athletic Club on October 6. It was de- 
voted to receiving reports from members 
who attended the Annual Meeting of The 
Institute in Chicago. They were invited 
to review and lead a round table discus- 
sion on various subjects presented at the 
convention. 
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CHICAGO 


“IT’S FUN TO HAVE A HEALTHY 
MIND” 


The monthly meeting of the Chicago 
Control on October 27 was devoted to a 
lecture by Dr. H. L. Bowman on “It’s 
Fun To Have A Healthy Mind.” It was a 
philosophical address. 

“The 1942 Revenue Act’ was discussed 
at a meeting of the Control November 
10, which was addressed by Edward H. 
McDermott, senior member of McDer- 
mott, Will & Emery. Mr. McDermott is 
one of the country’s leading authorities 
on the Income Tax. He presented an out- 
line of the new Revenue Act in such 
manner as to give quick comprehension 
of the changes which have been made. 

Both meetings were held at the Union 
League Club. 


PERSONAL NOTES 


Two bank members of The Controllers 
Institute of America were elected recently 
as officers of the National Association of 
Bank Auditors and Comptrollers. 

At the abbreviated annual meeting of the 
Association, held on October 8 at Hotel 
Roosevelt, New York City, Mr. Ottmar A. 
Waldow was elected president. He is con- 
troller of the National Bank of Detroit, 
and became an official of the Association 
in September, 1939, when he was elected 
to the then combined position of secretary- 
treasurer. Since that time he has succes- 
sively been elected to each higher office 
and now has become the president. Mr. 
Waldow’s activities outside of banking have 
been varied, including terms as past presi- 
dent of the Detroit Conference of Bank 
Auditors and Comptrollers, and past presi- 
dent of the Detroit Control of The Con- 
trollers Institute of America. He is pres- 
ently a director of that Control. 

Another member of The Controllers In- 
stitute of America, Mr. Arthur R. Burbett, 
Controller, First National Bank, Baltimore, 
Maryland, is the newly elected treasurer of 
the Association. Mr. Burbett was presi- 
dent of the Baltimore Control of The Insti- 
tute during 1940-1941 and 1941-1942. 

Mr. G. Kibby Munson, who has been 
helpful to The Controllers Institute of 
America in matters arising in Washing- 
ton, D. C. and who has been a frequent 
contributor to THE CONTROLLER, has just 
become a member of the Washington law 
firm of Roberts & McInnis. 

Mr. Bert O. Brand has been appointed 
controller of the Vanadium Corporation 
of America, New York City. He was 
formerly secretary and controller of the 
Scully Steel Products Company, Chicago. 
He was elected to membership in The 
Controllers Institute of America on Feb- 
ruary 28, 1941. 








TO CHECK INFLATION,” by 


“HOW 
John M. Clark, Professor of Economics, 


Published by Public 
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Columbia University. 
Affairs Committee, 
pages. 10 cents. 
Like most of the people who write about 
inflation these days, Professor Clark is 
“agin it.” He goes so far as to say that 
prompt and vigorous action is needed to 
restrain it. All that he says is very true; 
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against it, the preachments opposing it, and 
the learned expositions of ways to avoid 
it, inflation is on its way, and it doesn’t 
seem to be crawling on all fours. 
Professor Clark points out that the move- 
ment of prices since 1939 closely parallels 
that of the first World War, saying that al- 
though we know more about the mechanics 
of inflation than we did 25 years ago, we 
shall have to make better use of our knowl- 
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. - As many as 9000, 


OUTSTANDING 
FEATURES 


SAVES TIME Operator loads ma- 
chine with six to fifteen times more 
carbon than with the old way. . . . Suf- 
ficient supply for two to four weeks, 
depending on number of forms typed. 


ECONOMICAL Usual 30% waste 
of each flat carbon sheet is eliminated. 


MORE EFFICIENT Easily installed 
by clipping the REPEAT-O-PAK holder 
to the carbon blade. No special de- 
vices needed. 


FASTER No fumbling, no fussing. 
Saves time of constant reloading. 


CLEANER Only the paper holder is 
handled when installing, not the car- 
bon. No smeary soiled hands or fingers. 


MORE ACCURATE Once 
REPEAT-O-PAK is properly fastened 
to blade, all sheets are automatically 
set TRUE and in perfect alignment. 


LASTS LONGER Special Buffer 
Sheet can be furnished to protect top 
carbon from cutting. 


MORE PRACTICAL Special 
Block-out Sheet can be attached to 
carbon to eliminate copy on bills of 
lading, shipping, or packing copies. 
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sanco REPEAT-0-PAK 


‘Loads 10 Times More Carbon Paper 


NOW. . . instead of going through all the FOR continuous FORMS 


operations of fastening a new sheet 
every time the carbon wears out, the 
“worn sheet is torn off and a fresh sup- 
ply pulled forward without removing 
blades that hold carbon... 
supply of ten flat sheets of carbon, 
folded in half. . 
8% x 73, 6 part forms have been typed 
from ONE loading of Repeat-0-Paks on 
the Electromatic machine. 
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MANUFACTURED FOR 


Electromatic, Underwood, Remington 
and Burroughs Fanfold Machines . 
‘ALSO 

for the following devices for typing con- 
tinuous forms on typewriters... American 
Sales Book Carbon Shifter, Egry Speed 
Feed, Gilman Carbon Shifter, United 
Autographic Register Adapters. + + 
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—simply send a sample form, state name of machine 
used, and size of type (or send sample typing.) 
STAMCO REPEAT-O-PAK carbons are tailor-made to 
fit individual forms, and this detailed information 
enables us to furnish exactly the size ard quality of 
carbons to make your forms work perfectly. 
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“If there is much more buyers’ money 
looking for goods than there are goods 
looking for buyers,” he states, “inflation 
will happen in spite of all the price ceil- 
ing orders the administrator can issue. 

. An administrator can attend to the 
most important commodities, but he can- 
not hold on to them if other prices keep 
getting out of line. His actions need to be 
backed up by financial and credit policies 
that will trim the volume of money de- 
mand to fit the supply of goods. .... The 
exemption of the personal income tax has 
been reduced because when we are taxing 
to reduce spending, it is necessary to reach 
those who do most of the spending. 

“This sounds as though the government 
were planning its taxes to deprive people 
of goods, but that is not the case. The re- 
quirements of defense have already done 
that. What the taxes are for is to save peo- 
ple from wasting their incomes in driving 
up prices by futile bidding for goods that 
are not there. If the tax collector does not 
take your money, increased prices will—in 
a more injurious way.” 
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Controller-Treasurer 


Member—Controllers Institute. Fifteen 
years as controller-treasurer with nation- 
ally known manufacturers. Extensive ex- 
perience taxes and other governmental 
regulations. Thoroughly familiar with 
distribution and sales problems of com- 
panies do‘ng interstate and export busi- 
ness. Former member of large public ac- 
counting systems engineering staff.  In- 
stalled systems of accounting and costs 
in many companies throughout the United 
States. Age 46, married. Salary $12,000. 
Address No. 393, “The Controller.” 


Accountant-Assistant Controller 

Position wanted—Accountant-Assistant 
Controller. Three years’ tax experience with 
Revenue Department. Also extensive train- 
ing in systems, administration and purchas- 
ing. At present located in Chicago but 
willing to change if position offers oppor- 
tunity. Age 29, gentile, married with de- 
pendents. Can handle all tax matters and 
relieve Controller of many details. Salary 
$4800.00. Box No. 398, “The Controller.” 


Controller-Accountant 


Eleven years’ experience. Present loca- 
tion three years in treasurer's office of 
large manufacturing corporation. Experi- 
ence and training heavy and light manu- 
facturing, accounting, budgets, systems, 
standards, cost control, normal and excess 
profits taxes, government contract rela- 
tions, and other financial management 
problems. Age 32, married, two children. 
Christian. College graduate, New York 
State Certified Public Accountant. Inter- 
ested permanent executive position with 
growing firm. Present salary $7,000. Ad- 
dress No. 399, ‘‘The Controller.’ 
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Underwood Elliott Fisher Company 


Former and future makers of typewriters, adding and accounting machines 
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